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SPELLING OUT 
INCREASED PROFITS 
WITH SERVICE CONTRACTS 
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Rustler. 


In the 1800's, rustlers often tricked 
ranchers out of their horses by 
changing the brand. Today the same 
trick is being used to rip off auto- 
mobile dealers. And all the modern 
desperado needs is a license to steal. 

Car thefts like these are called 
trick and device. And no insurance 
company offers you more protection 
from the modern-day rustler than 
Universal Underwriters. 

Most policies offer coverage when 
someone tricks you out of one of 
your autos. Universal’s broader 


cars, customers’ autos, and automo- 
biles on consignment to you. Plus, 
complete protection when you're 
tricked into buying a stolen car. So no 
matter who takes advantage of 

your dealership, you’re covered. 
Automatically. 

Trick and device. It’s just one more 
reason why Universal Underwriters 
has the most complete dealership 
coverage money can buy. Call toll- 
free 1-800-821-7803 today for more 
details. Ask for Marsha Thompson. 


Universal Underwriters Insurance Company 


coverage includes rental and loaner 


The Specialists. 


5115 Oak Street, Kansas City, MO 64112 


Not available in all states. 


It seems that every day in a dealer- 
ship is taken up with putting out 
“fires.” Erratic floor traffic and 
sagging sales are a constant con- 
cern. Customers are keeping their 
cars longer, and that is generating 
more service complaints. Keeping 
used-car lots stocked and the units 
ready for sale are full-time jobs on 
their own. Because there are so 
many other affairs that require 
immediate attention, dealers have 
tended to place long-term plan- 
ning, especially estate planning, 
on the back burner. 

We all recognize, however, that 
long-term planning determines 
the future of our dealerships and, 
in many cases, the future well- 
being of our families. Dealers do 
pay some attention to the succes- 
sorship issue in their sales agree- 
ments with the factories. How- 
ever, a comprehensive and coordi- 
nated plan providing for the future 
of the dealership is still a must. 

We are reminded of a difficult 
case in which NADA was recently 
asked for assistance. An NADA 
‘member had worked for nearly 
two years negotiating with the fac- 
tory for a successor addendum for 
his son. It had always been the 

) dealer’s intention to pass the deal- 
ership on to his son. After complet- 
ing the successor addendum and 
receiving factory approval, the 


dealer felt that he had finally 
finished the job. 

Soon afterwards, the dealer died 
unexpectedly, and the son began 
preparing to take over the dealer- 
ship. When the son was asked by 
the factory to demonstrate his re- 
quired holding of dealership stock, 
however, he could not do so. The 
dealer’s will, drawn several years 
before, left all the dealership stock 
to his wife. Her financial position 


“An updated estate 
plan can help... 
ensure that the 
dealership stays 
in the family.” 


required that she sell the dealer- 
ship stock to meet financial obliga- 
tions. She was not in a position to 
give the stock to the dealer’s son 
(her stepson). The son was unable 
to obtain adequate financing to 
purchase the dealership shares at 
a reasonable market value. 

The rights of the son under the 
successor addendum and the deal- 
er’s wife under the will were in 


Planning for the Future 


conflict. The issue could not be re- 
solved amicably. As a result, the 
terms of the will caused the dealer- 
ship to be passed out of the family, 
despite the successor addendum. 
This did not have to happen. Prop- 
er estate planning could have en- 
sured that both the mother’s and 
the son’s needs were met. 

Discussing estate planning is 
seldom pleasant. It can be particu- 
larly difficult if all members of the 
family are not in agreement as to 
the best estate plan. However, all 
members of the family are better 
off if an intelligent plan is made in 
advance. That way, conflicts can 
be resolved more easily, because 
the dealer is still around to make 
his intentions clear. 

An updated estate plan can help 
preserve important dealership 
capital and ensure that the dealer- 
ship will stay in the family. Take 
an afternoon and sit down with 
your attorney to review your will, 
factory successor provisions, tax 
liabilities, current financial condi- 
tion, facility arrangements and 
the contingent liabilities of your 
dealership. 

The “fires” will still need to be 
put out after you are gone. You 
have an obligation to see that 
someone with the necessary re- 
sources will be on hand to get the 
job done. AE 
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Executive Notes 


utomotive Hall of 
Fame honors dealers. 
On September 30, five 


new members will be inducted into 
the Automotive Hall of Fame 
(AHF). Among the industry lead- 
ers to be honored is the late J. Irv- 
ing Whalley, a Ford dealer for 50 
years in Windber, PA. A former 
congressman, Whalley was ac- 
tively involved in civic and state 
affairs. 

At the induction ceremony, 
AHF will also present distin- 
guished service citations to six 
other industry VIPs. One of the re- 
cipients is another Ford dealer, 
Robert Mallon, president of Mal- 
lon Motors Inc., Tacoma, WA. A 
past president of NADA, Mallon is 
the originator of NADA’s Charita- 
ble Foundation. 
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“World of Motion.” The impact 
of personal mobility upon society 
will be the theme of General 
Motors’ exhibits in Walt Disney 
World’s new “Experimental Pro- 
totype Community of Tomorrow,” 
scheduled to open October 1. 

GM’s exhibits in the “communi- 
ty” examine research and develop- 
ment in the automotive field, with 
emphasis on the emerging role of 
robots in manufacturing and the 
effect of streamlining on fuel 
economy. 
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Electric charging station. A 
commercial charging station for 
electric vehicles will open Sep- 
tember 14 at the Los Angeles Mar- 
riott Hotel. According to the in- 
staller, Silver Volt Corp., this is 
the world’s first automated charg- 


ing station. 

The new charging facility will 
accommodate all makes of electric 
cars, says hotel spokesman Frank 
McFadden. Four charging posi- 
tions will be available: three 240- 
volt, 50-amp settings and one 240- 
volt, 300-amp setting for fast- 
charge batteries. The fast-charge 
position will take approximately 
45 minutes to recharge a car; the 
others take one-half day or over- 
night. 

Currently, there are about 1,800 
electric cars registered in Califor- 
nia—about 1,000 of which are in 
the southern part of the state. 
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Facts and figures. “Motor Ve- 
hicle Facts and Figures ’82,” a 
compilation of motor vehicle in- 
dustry data, is now available. 

Published by the Motor Vehicle 
Manufacturers Association, the 
96-page book contains charts, 
graphs, tables and editorial analy- 
sis of the economic impact of cars, 
trucks and buses on our society. 
Major categories of data include 
“production,” “sales and registra- 
tions,” “ownership and usage” and 
“economic and social impact.” 

Single copies are available for 
$7.50. Contact the Motor Vehicle 
Manufacturers Association, 300 
New Center Building, Detroit, MI 
48202. 
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Truck museum opens. Mack 
Trucks Inc. recently dedicated its 
new antique truck museum in 
Macungie, PA. Contained in the 
museum are displays representing 
various periods in the company’s 
82-year history. 


Featured vehicles include a 
1900 Mack touring bus, two Mack 
AB trucks, a fire truck from 1918, 
a 1907 Brockway horsedrawn car- 
riage and a 1952 Mack LTL. 
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GM receives safety award. 
For the second consecutive year, 
and the 28th time in its history, 
General Motors has won the Na- 
tional Safety Council’s highest 
award, the Award of Honor. 

The award was presented to GM 
in recognition of its reduction in 
worker injury rates. Council Pres- 
ident Vincent Tofany congratu- 
lated the employees of GM for 
their “enthusiastic cooperation” 
and the firm’s top management for 
seeing that “safety and health of 
employees is a matter of highest 
priority.” 
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NIASE tests. The National In- 
stitute for Automotive Service Ex- 
cellence (NIASE) will hold its fall 
certification tests November 9 and 
13. The deadline for registration is 
October 1. 

This fall marks the 10th an- 
niversary of the testing program. 
Since 1972, more than 230,000 
mechanics have been certified by 
NIASE. 

Ron Weiner, NIASE president, 
asks dealers to continue their de- 
dication to improving the quality 
of automotive service by encourag- 
ing mechanics to get certified. He 
says certification gives shops “a 
‘leg up’ over the competition.” 

For further information, contact 
Barry McNulty, Director of Indus- 
try Relations, NIASE, 1825 K St., 
N.W., Washington, DC 20006. AE 
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Who’ss behind American Warranty’s 
Assured Profit Program? 


me UNI 
POUTABLE 


American Warranty promises Service behind American Warranty? 


Contract profit margins that are the best in The United Equitable Corporation—with 
the business. assets approaching $100,000,000. 

American Warranty promises to provide American Warranty is part of United 
insurance to reimburse dealers at full retail on Equitable. Under their corporate umbrella, 
parts and labor. American Warranty administers your service 

American Warranty promises to process contracts while other corporate mem- 
claims within ten days. ‘ bers provide the insurance. 

American Warranty Service Va American That's solid backing. The 
Contracts promote customer . Warranty strongest you can get any- 
loyalty to your service department, ,\ Corporation where. What does it all mean 
providing increased year-round - 5 for you? Profit—secure 
profitable service business. a: profit. You'll find out what 

But how do you know thousands of dealerships 
American Warranty will A wholly owned subsidiary of across America have already 
make good tomorrow on The United learned: With American Warranty 
the promises they make Equitable behind you, you always come 
today? Corporation out ahead. 


The service contract business is a rapid-growth industry. American Warranty Corporation has territories open for qualified agents 


American Warranty Corporation 9841 Airport Blvd., Los Angeles, CA 90045+800+421-5951 
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General Motors Acceptance Corporation practically 
invented automotive financing. When we set up shop 
over 63 years ago, car financing was almost unknown. 

Since then, thousands of GM Dealers (and millions 
of new-car buyers) have come to depend upon GMAC 
for their financing needs. As a matter of fact, we’ve 
extended more automotive credit than any other financial 
institution in the world. That makes us your most 
experienced automotive credit source. 

And we’ve continued to anticipate your needs by 
expanding our services in new and innovative ways. 


"—eGMAC > 


REGALE 


Consistent, dependable source. 
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RENTAL 


Extra income from rentals. 


GM 


We've put it all together 
so GM Dealers can do it all. 


Ways to make it easier for you to merchandise cars and 
trucks. Ways to make it easier for your customers to buy, 
lease or rent them. 

Whatever your financing requirements — retail, 
wholesale, leasing, daily rental or a capital loan—GMAC 
is ready with plans and know-how to help make your 


dealership the trans- G MA C 


portation center in 

your community. 
THE FINANCING PEOPLE 
FROM GENERAL MOTORS 


va 


We’re committed to 
helping GM Dealers do it all. 
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Complete Dealer Financing Services 
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Service Contracts: 
Spelling Out Profits 
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The market for ser- 3 
vice contracts con- 


tinues to boom, despite a 
slump in new-car sales. 
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Regulation Z: Advertising 
Closed-End Credit 


Changes in disclo- 

sure requirements 3 
should make doing busi- 
ness easier for dealers. 
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6 The 1981 Tax Act 


contains some real 


Buy-Sell Agreements: Smoothing Dealer Succes- 
sion. An orderly plan of succession can help a dealer 


tax-saving opportunities for 

dealers who plan ahead. 
CAR 8 ee ee 53 
wigs OCG... Sate CAs 55 
CRMNIRE? 5a Paes Sete 57 
Selling Yourself............ 58 
ny, OE Ia ae RS 59 


Western Sales Representative 

Len Ganz 

Len Ganz & Associates 

8100 Garden Grove Blvd., Suite 12 
Garden Grove, CA 92644 

(714) 891-9722 


seer eee Q(@4§8§8 
i qovwooowo05.oo wwnn.n6.T ooooooooo 


Copyright © NADA Services Corp. 


SENSE 


Giving to Charities and Institutions 


s children, many of us 

learned the virtues of 

charitable giving from 
parents and teachers. We may try 
to instill those same values in our 
children. Still, the reasons people 
respond to appeals from charitable 
organizations are as different as 
people themselves: For some the 
motive is a noble one; for others, it 
may be a matter of personal satis- 
faction, or a way of advancing cer- 
tain principles and beliefs. 

Adding to such motives, but not 
overtaking them, are the tax sav- 
ings that accrue. The tax laws en- 
courage charitable giving. When 
you give to a charity, not only do 
you pay no gift tax, but you also 
get an income-tax deduction. 
Without losing sight of your 
philanthropic goals, always con- 
sider the tax implications of your 
gift. By taking advantage of cer- 
tain deductions, you may be able 
to increase both the amount of 
your contribution and your sense 
of self-fulfillment. 

Your gift qualifies,as a charita- 
ble contribution if it is made to the 
United States or one of its states 
for public purposes or if it is made 
to religious, charitable, scientific, 
literary or educational organiza- 
tions. Gifts to nonprofit organiza- 
tions that engage in propagandis- 
tic activities or attempt to influ- 
ence legislation do not qualify as 
tax deductible. 

Unlike the estate and gift-tax 
laws—which carry no restrictions 
on the amount deductible for 
charitable contributions—the in- 
come-tax deduction is limited. The 
federal government allows you to 
deduct up to 50 percent of your ad- 
justed gross income if you make 
a cash gift to a publicly or gov- 
ernmentally supported organiza- 


tion. The deduction drops to 20 
percent when contributions go to 
private foundations that do not 
contribute to public charities. If 
your gift to a public charity ex- 
ceeds 50 percent of your income, 
you may carry over the excess de- 
duction for the next five years. 


Gifts in Kind 


Gifts in kind become even more 
valuable when they are ap- 
preciated property, such as sec- 
urities held for more than one year 
and given to a public charity. The 
giver receives a tax deduction for 
the security’s market value and 
neither the giver nor the charity 
pays a tax on any capital gains. 

Charitable donations may also 
include other gifts in kind— 
artwork, real estate or insurance 
policies. The tax-deductible value 
of this kind of gift is the fair mar- 
ket value of the property at the 
time it was donated, provided cer- 
tain conditions are met. 

Most donors take straight de- 
ductions for their charitable con- 
tributions. However, more sophis- 
ticated forms of giving offer great- 
er benefits than a straight-foward 
tax deduction, and these forms are 
gaining in popularity for gifts of 
$1,000 or more. 

One such form is the deferred or 
planned gift. This essentially lets 
you deduct now and give later. 


Charitable Remainder Trusts 


The typical deferred gift, called 
a charitable remainder trust, can 
be arranged like this: Say you 
want to give your alma mater 
$100,000 worth of stock you 
bought at bargain-basement 
prices many years ago. You want 
the school to benefit from your 
good luck but, at the same time, 


you want to receive income while 
youre alive. 

What you would do is place the 
stock in a qualified charitable re- 
mainder trust which would pay 
you an annuity of at least 5 per- 
cent (it could be more) while you’re 
alive. The trust, which is tax-free, 
can sell you stock free of income 
tax and reinvest the proceeds in 
any security. When you die, the 
amount left in the trust goes to 
your alma mater. 

In the meantime, the IRS allows 
you to deduct a specified amount of 
your contribution from your in- 
come tax. In addition, you save the 
capital gains tax you would have 
to pay had your investment been 
liquidated for your own purposes. 
By putting your assets in this type 
of charitable remainder trust, you 
can receive current income from 
the annuity, and you actually can 
earn a greater return on the prop- 
erty since the assets are not di- 
minished by the payment of capi- 
tal gains tax. 

Planned gifts also can be desig- 
ned to do more than just make a 
charitable contribution. For in- 
stance, you could channel the an- 
nuity income to someone else. In 
essence, you would be making 
both a charitable contribution and 
a gift. In this case, the principal 
would revert to the charity at the 
death of the person whom you de- 
signated to receive the annuity in- 
come. 

For all its advantages, deferred 
giving is still a gift. When you 
make any kind of a donation you 
irrevocably commit your capital. 
No matter what happens in the fu- 
ture, the chances are slim that you 
could get your money back if you 
have a change of heart or in fi- 
nances. 


LEE 


This column is prepared as an automotive exclusive for AE by Bill Waters, Director of Marketing Services with Merrill Lynch, Pierce, Fenner & Smith. Reader 
comments and inquiries should be sent to: Money Sense, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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Nov. 3-5 DEALERS, MANUFACTURERS, —‘Nov. 30-Dec. 3. 
SUPPLIERS AND DISTRIBUTORS LOUISVILLI 
30th Annual These Are Your-Shows! 20th Annual 


Recreation Vehicle National RV Show 
and Manufactured RVIA Dodger Stadium and Louisville Shows Will Host Kentucky Fair and 
Housing Show the Newest ’83 Models, Supplies and Equipment in Exposition Center 


Dodger Stadium Louisville, KY 
Los Angeles, CA Our Expanding Industry 


Dodger Louisville 
Show Schedule: Trade Only — Not Open to Public Show Schedule: Trade Only — Not Open to Public 


Wed.—Dealer Workshop 9 a.m. Tues.—Show Open 9 a.m.-5 p.m. 
Show Open 9 a.m.-4 p.m. Dealer Management Workshops 12 Noon 
Dealer Party 8 p.m.-Midnite Wed.—Show Open 9 a.m.-5 p.m. 
Thurs. —Dealer Workshop 9 a.m. Dealer Management Workshops 12 Noon 
Show Open 9 a.m.-4 p.m. Thurs.—Special Guest Speaker 
Fri.—Show Open 9 a.m.-1 p.m. Joe Girard 8 a.m. 
Show Open 9 a.m.-5 p.m. 


Open to Public: Nov. 6-14 Only Dealer/Exhibitor Party 8 p.m.-Midnite 


Fri.—Show Open 9 a.m.-2 p.m. 


For Dodger Attendance & Exhibit Info: For Louisville Attendance & Exhibit Info: 


RVIA Western Region Office 714-532-1688 RVIA National Office 800-336-0154 
1748 Katalla, Suite 206 P.O. Box 204 
Orange, CA 92667 213-485-0254 | Chantilly va 22021 703-968-7722 


This is the most important event pies Manufacturers/Suppliers, reserve your 
of the year for the RV industry. RAIA space! Get on the Move in ’82 at the RVIA 
Dealers, sign up! Dodger/Louisville shows! 
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FTC seeks Supreme Court In an expected move, the Federal Trade Commission (FTC) has filed 

review of Francis Ford a petition with the U.S. Supreme Court to review the Ninth Circuit 

decision Court of Appeals’ decision in the Francis Ford case (FTC vs. Francis 
Ford Inc., No. 82-24, U.S. Sup. Ct., July 6, 1982). In its decision, the 
Court of Appeals blocked an FTC order to stop Francis Ford from 
keeping any surplus amounts earned on vehicles resold after posses- 
sion. 

The Francis Ford case developed out of an unfair practices’ 
proceeding the FTC undertook in 1976 to prevent companies from 
withholding surpluses earned on the resale of repossessed cars from 
credit customers. The FTC charged that such a practice is a violation 
of the Uniform Commercial Code, which requires a secured party to 
account to the debtor for any balance remaining after the debt is 
deducted from the resale. Eight other concerns, including General 
Motors, Ford and Chrysler, entered consent agreements on this issue 
as a result of FTC action. Francis Ford, however, fought the ruling— 
seeking to deduct certain overhead costs such as reconditioning from 
the collateral of defaulted parties. 

In this latest ruling, the Ninth Circuit held that the FTC must 
proceed with rulemaking if it seeks to change the law and forge rules of 
widespread application. According to the court, the FTC cannot 
change the law through adjudication. 

NADA’s Legal Group will continue to monitor this case. 


Lost profits awarded for Dealers may be interested to learn of the way in which damages 

dealership denial were calculated in a recent case involving the denial of a kitchen 
equipment dealership (Westman Commission Co. vs. Hobart Corp., No. 
76-K-918, D. Colo., May 28, 1982). 

In a trial to determine liability, the U.S. District Court for the 
District of Colorado found that Hobart Corp., a manufacturer of 
equipment for institutional kitchens, had conspired with a competitor, 
an existing dealer, to deny a dealership to the Westman Commission 
Co. The conspiracy was ruled a restraint of trade in violation of the 
Sherman Act. Following the determination of liability, a separate trial 
was held to determine damages. 

The judge awarded Westman Commission Co. lost profits based on a 
projection of the sales it would have made from equipment contracts 
and from “follow-on” sales—the sale of equipment and supplies after 
the initial contracts were satisfied. The court awarded damages from 
the date the dealership was denied on through the date of trial. The 
actual damage figure was then trebled according to the federal 
statute, yielding an award of more than $3 million. In addition, the 
court will assess continuing damages at a per diem rate until Hobart 
offers Westman a dealership or circumstances are otherwise changed. 


This column is prepared by the Legal Group of the National A utomobile Dealers Association. Because this column is national in scope, the discussion of cases and 
legal problems is nec essarily limited and general. When specific legal questions arise, you should consult a competent attorney in your state. For further informa- 
tion or questions concerning the items appearing in this column, write: Legal Briefs, NADA Legal Group, 8400 Westpark Dr., McLean, VA 22102. 
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AMC to place warning stickers 
on Jeeps 


Nonprofit association found 
liable for antitrust violations 
of agents 


General release does not bar — 
Truth-in-Lending Act claim 


By a consent decree between American Motors Corp. (AMC) and the 
Federal Trade Commission (FTC), a warning sticker will be placed on 
all new Jeep CJs. The sticker will state that Jeeps handle differently 
than passenger cars and will advise owners to read the operator’s 
manual. In addition, the sticker warns that “as with other vehicles of 
this type, sharp sudden turns and abrupt maneuvers may result in loss 
of control. Wear seatbelts at all times.” 

Current Jeep CJ owners will have the warnings mailed to them. 
Dealers will also receive a supplement to place in CJ owners’ manuals. 
This is the first time a car manufacturer has agreed to place warning 
stickers on its cars as a result of FTC action (In Re American Motors 
Corp., No. C-3093, FTC, July 9, 1982). 


In a potentially far-reaching decision, the U.S. Supreme Court held 
that a nonprofit engineering association is liable for the antitrust 
violations of its agents (American Society of Mechanical Engineers Inc. 
us. Hydrolevel Corp., No. 80-1765, U.S. Sup. Ct., May 17, 1982). 

The American Society of Mechanical Engineers, a technical and 
scientific society with more than 90,000 members, sets and interprets 
standards and codes for scientific and engineering matters. These 
standards are considered reliable and have been adopted by federal, 
state and local governments. The association relies on its members to 
draft and interpret the codes. These volunteers are supposed to 
participate as individuals, not as representatives of their employers. 

In this case, the volunteers interpreted a code in a manner that was 
used to economically injure one of the interpretor’s direct competitors 
in the fuel boiler business. The Hydrolevel Corp. was forced out of 
business due to misuse of the information obtained by the code inter- 
pretors. 

The Supreme Court held that general principles of agency law apply 
in this case. Under the generally accepted theory of “apparent 
authority,” a principal is liable for the acts of its agents. Because the 
association’s volunteers were given the authority to interpret the 
codes, the association had a responsibility to prevent abuses. A finding 
of responsibility is consistent with the congressional intent behind the 
antitrust laws, the court concluded. The American Society of 
Mechanical Engineers is liable for treble damages to the Hydrolevel 
Corp., a judgment that is intended to compensate the victims as well 
as deter future violations. 


At the time of sale of a new car, the buyer signed a general release to 
discharge the dealer from “any and all claims” arising out of the 
purchase. The dealer was later sued in federal district court for failing 
to disclose the purchaser’s waiver of rights, as required by the Truth- 
in-Lending Act (Parker vs. DeKalb Chrysler Plymouth, April 19, 
1982). While not denying the Truth-in-Lending violation, the dealer 
claimed that the purchaser’s general release barred the claim. 

The United States Court of Appeals for the Eleventh Circuit held 
that the general release did not bar the Truth-in-Lending claim, 
because the purchaser was not specifically aware that the release 
would bar claims under the terms of the act. The court leaves open the 


question of whether it is ever possible to bar Truth-in-Lending claims 
through releases. ri) 
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Irving Blackman 


The IRS Computer 


any taxpayers resent 

the IRS’ “Big Brother 

is watching you ap- 
proach.” But like it or not, the IRS 
has to make sure taxpayers com- 
ply with the law. All things consid- 
ered, the IRS does a fine job. 

If you don’t report income, the 
IRS would like to know. The “in- 
formation: return matching pro- 
gram” is a key toward helping 
accomplish -this objective. The 
Commissioner of Internal Reve- 
nue revealed .some_ interesting 
numbers in the agency’s 1981 an- 
nual report. Would you believe 
that 645 million information docu- 
ments were received? About 840 
out of every 1,000 of these were 
matched to verify that correct 
amounts were reported on tax- 
payers’ returns. 

More than 1.2 million taxpayers 
were notified in 1981 of potential 
discrepancies between income re- 
ported on their tax returns and in- 
come shown on the information re- 
turns. The information returns 
were also used as the basis for 
notifying 1.6 million taxpayers of 
apparent failure to file tax re- 
turns. 

The IRS seems to have found a 
good friend in the computer. There 
is little likelihood that the infor- 
mation return program will do 
anything but grow. 

Honestly is still the best policy. 


kkk 


Your qualified plan and big 
business. This story has three 


chapters. Chapter one: in 1981, big 
business developed a new corpo- 
rate financing device—the zero- 
coupon bond. Such bonds do not 
pay interest. Instead, Big Co. is- 
sues say $100 million worth of 
bonds, payable in eight years, for 
$35 million. The discount is $65 
million. Big Co. starts out with 
$35 million and doesn’t have to 
pay any interest until the $100 
million is due in eight years. 

The simple fact is.that Big Co. 
makes out like gangbusters. It can 
pass some of those tax savings on 
to your qualified plan as an inves- 
tor. 

Chapter two: Your qualified 
plan (either pension orprofit-shar- 
ing) is a tax-free entity. As such it 
pays no tax. Your main interest is 
rate of return (assuming the in- 
vestment is prudent). 

Chapter three: Now let’s put all 
the pieces together. Zero-coupon 
bonds are targeted for sale primar- 
ily to tax-exempt entities, such as 
qualified plans (including a Keogh 
plan or an IRA). From the inves- 
tor’s viewpoint, extremely large 
earnings can be realized. Because 
there are no interest payments to 
be reinvested, there is no problem 
of idle cash. In addition, the total 
return is locked in for the term of 
the bond. 

For example, if your qualified 
plan bought $350,000 of the bonds 
in the above example, your plan 
would be worth $1 million in eight 
years. Nice! Of course, smaller 
amounts would be purchased for a 
Keogh plan or an IRA. 


These bonds are offered with 
varying maturities. Target yours 
to mature when you want to start 
drawing down funds. The tax pos- 
sibilities are so outstanding that 
the IRS is considering closing the 
door on any corporation issuing 
new zero-coupon bonds. But a 
change in the rules will not affect 
the tax status of bonds already 
held. Check with your broker. 


ake 


When .to dispose of tax re- 
cords. American business seems 
to float on a sea of papers. It takes 
skill and an organized disposal sys- 
tem to prevent drowning in this.sea. 

An often asked question is, 
“How long should I keep my checks 
and other supporting records for 
tax purposes?” As a practical mat- 
ter, the answer is simple: three 
years after the tax return was filed 
or the due date of the return, 
whichever is later. 

If you underreport your gross in- 
come by more than 25 percent, 
however, then the statutory period 
is six years. A false or fraudulent 
return with intent to evade the 
tax, of course, leaves you open 
forever and ever. 

That’s it. For most readers this 
means you can safely organize a 
disposal system that automati- 
cally gets rid of mountains of 
paper after the 3-year period. One 
precaution: Organize your system 
to meet the record-retention re- 
quirements of other federal and 
local laws that apply to your busi- 
ness. 


This column is prepared as an automotive exclusive for AE by Irving Blackman, certified public accountant and attorney. All comments or questions pertaining to 
this column should be mailed to: Blackman, Kallick & Co., 180 N. LaSalle St., Chicago, IL 60601. 
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“As an established dealership, we stopped 
getting into unknowns a long time ago. 
That's why we've chosen to offer GM’s 
>> Continuous Protection Plan? 


Continuous 
Protection 
Plan 


Circle # 8 


by Gary James 


Increased ts 
With Service 


espite the extension of 

new-car warranties by 

Ford, Chrysler and Gen- 
eral Motors, and an ongoing slump 
in new-vehicle sales, the market 
for service contracts is thriving, 
say experts in the industry. 

“We are expecting a 12- to 15- 
percent increase in business this 
year, says Ron Glime, president of 
American Warranty Corp., the 
largest independent supplier, with 
about one million active contracts. 
“IT think we'll see even more 
dramatic increases in the next five 
years, especially as new-car sales 
begin to turn around.” 

“This May was our second high- 
est month ever,” says Al Thomas, 
manager of GM’s Continuous Pro- 
tection Plan activities. “Of course, 
GM’s new-car sales were up 22 
percent, but we sold 68 percent 
more contracts than in the same 
period in 1981.” 

Why has the market for service 
contracts continued to grow? Ob- 
servers point to an increase in 
awareness among consumers, in- 
novations in coverage and more 
aggressive marketing on the part 
of dealers. “Dealers are becoming 


Contracts — 


more aware of the importance of 
aftermarket income, and are push- 
ing harder on such items as service 
contracts,” Glime says. “They are 
realizing that with a little effort, a 
lot of extra income can be generat- 
ed.” 

A well-designed service con- 
tract program impacts revenues 
throughout the dealership. For 
starters, there are the high up- 
front profits (from 40 to 70 percent 
of gross) that come with the sale of 
contracts on new and used vehi- 
cles. Then, because customers 
usually return to the selling deal- 
er for repairs, additional business 
is created in the service and parts 
departments. Add in possible fu- 
ture sales of cars to satisfied cus- 
tomers, and the value of service 
contracts to the dealer becomes 
even more evident. 

Still, the market for service con- 
tracts remains relatively underde- 
veloped. According to GM’s 
Thomas, only about 12 to 15 per- 
cent of all new-car owners cur- 
rently buy service contracts. How- 
ever, in the next few years, he 
says, “Penetration may reach as 
high as 25 percent.” 
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This year, more than 2.4 million 
service contracts are expected to 
be sold on new and used vehicles, 
for total revenues of more than $1 
billion. Industry observers predict 
that figure will jump to about $2.7 
billion in 1986 as drivers hang on 
to their cars longer and as the costs 
of repairs continue to rise (they’ve 
more than doubled in the last five 
years). Annual sales are expected 
to be in the neighborhood of 5 mil- 
lion contracts by mid-decade. 

“This is still a young industry,” 
says Jerry Farrar, president of 
General Warranty, one of the 
newer companies in the field. “Ser- 
vice contracts for cars have only 
been around for 10 years or so, and 
in that time, sales have climbed 
astronomically. There is a real 
need for this kind of protection.” 

Domestic automakers must 
think so as well. In an effort to 
stimulate demand for new cars, 
each of the Big Three this year 
came out with some type of ex- 
tended warranty plan. Ford intro- 
duced a 2-year/24,000-mile war- 
ranty, Chrysler came out with its 
“5/50 Protection Plan” and GM ex- 
tended its powertrain coverage to 


a 


2 years/24,000 miles. Many in the 
industry feared the advent of 
longer warranties would at least 
temporarily put the skids on ser- 
vice contract sales. But it didn’t 
happen that way. 

“When Chrysler announced the 
5/50 warranty on April 11, a lot of 
people thought that would put us 
out of business,” says Mike Cal- 
vert, marketing manager for 
Chrysler Service Contracts. “But 
business has increased tremend- 
ously. In May, our sales were dou- 
ble those of last year.” 

At first glance, it would appear 
that the availability of a free 5- 
year/50,000-mile warranty might 
make it hard for Chrysler to move 
service contracts. Upon closer in- 
spection, however, the reasons 
why sales have remained healthy 
become clearer. 

For one thing, the free extended 
warranty does not apply to domes- 
tic trucks, Mitsubishi-built cars 
and trucks or fleet vehicles. Those 
exemptions leave about 50 percent 
of Chrysler’s potential service con- 
tract market intact. 

In addition, dealers are seeing 
demand for coverage to supple- 


ment the company’s free war- 
ranty. Because the basic 5/50 plan 
applies only to the engine, power- 
train and body, many customers 
are interested in obtaining extra 
coverage for the front suspension, 
steering, brakes and electrical sys- 
tems. For about $150, the basic 
powertrain coverage can be up- 
graded to include these items. 

“There is a real market for this 
upgraded coverage,” Calvert says. 
“People don’t seem to mind paying 
a bit more for more complete pro- 
tection.” 


Marketing Tactics 


The factories are also taking a 
more active role in the actual mer- 
chandising of service contracts. 
Chrysler, for example, is using di- 
rect mail to reach customers that 
dealers failed to sell the first time 
around. “If one of our dealers sells 
a new car but doesn’t sell a service 
contract on it, we ask permission 
to contact that customer by mail,” 
Calvert says. “For each sale we 
make, we give the participating 
dealer a bonus.” According to Cal- 
vert, 13 percent of the company’s 


service contract sales are generat- 
ed by this direct-mail approach. 
American Motors Corp. (AMC), 
one of the smaller service-contract 
suppliers, is also becoming in- 
creasingly active. The company 
will soon create a separate depart- 
ment to market its Service Secu- 
rity Plan, which it has been offer- 
ing since late 1979. Now applica- 
ble only to new AMC cars, Jeeps 
and Renaults, the Service Security 
Plan may soon be expanded to 
cover used cars and trucks. 
Independent suppliers of service 
contracts have also developed new 
strategies to meet the changing 
needs of the marketplace. General 
Warranty and American War- 
ranty, among others, have re- 
cently come out with “wrap- 
around” policies. Like Chrysler’s 
upgrade plan, wraparound poli- 
cies Cover some components not in- 
cluded in the factories’ extended 
warranties. “Initially, many of our 
dealers thought the free warran- 
ties were going to take business 
away from them,” says American 
Warranty’s Glime. “But that 
wasn’t the case. Quite a few deal- 
ers have actually boosted their 
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sales of service contracts.” 

Though Ford, Chrysler and GM 
plan to continue offering their ex- 
tended warranties during the near 
term, most industry observers be- 
lieve such sales incentives will 
fade from the scene once the indus- 
try begins to recover. “These fac- 
tory programs are very expensive 
to run,” Farrar says, “and because 
of that, I don’t think they’re here to 
stay.” 


Consumer interest in mechani- 
cal-breakdown protection, how- 
ever, is not expected to wane. “The 
learning curve is changing,” says 
GM’s Thomas. “Through advertis- 
ing and word of mouth, customers 
are becoming considerably more 
aware of the benefits service con- 
tracts have to offer. It’s up to us to 
continue to educate them.” 

With so many different plans 
and terms in use, it’s easy for con- 


sumers to get confused about the 
difference between extended wat- 
ranties and service contracts. 
Dealers need to take the time to 
explain to potential buyers, sayS 
Thomas, that “a warranty is some- 
thing a manufacturer puts on a car 
to protect the customer against de- 
fects in materials and workman- 
ship for a specified amount of time, 
and that a service contract is a 

(Continued on page 16) 


hen it comes to selling ser- 

vice contracts, Lou Grubb 
Chevrolet in Phoenix, AZ, is ina 
class by itself. Take a look at some 
recent sales figures: in March, the 
dealership sold 191 contracts; in 
April, 165; and in May, an unbe- 
lievable 267. General Manager 
George Burns thinks those figures 
are good, but he still sees room for 
improvement. 

“Most customers are genuinely 
interested in this type of protec- 
tion, and it’s our job to sell them on 
the benefits,” Burns says. “If 
you've ever bought a TV or a re- 
frigerator, you know that a short- 
term service contract on an $800 
appliance can cost as much as $75. 
When we explain to customers 
that they can buy a 5-year contract 
on a $9,000 car for as little as $290, 
any resistance they might have 
usually melts away.” 

Grubb’s high sales performance 
isn’t the only feature that sets it 
apart from the pack: the dealer- 
ship’s merchandising methods are 
also somewhat unusual. As part of 
a pilot program instituted by 
Grubb’s service contract supplier, 
General Warranty, contracts are 
being sold from the backshop as 
well as from the showroom floor. 
Whenever a customer brings a 
1981 or newer Chevy in for re- 
pairs, one of Grubb’s service writ- 
ers checks to see if the car is 


covered by a service contract. If 
not, he gives the customer a short 
sales pitch on the spot. 

“If the car has any time left on 
its original warranty at all,” 
Burns says, “we'll suggest the 
owner consider buying a contract. 
You'd be surprised how receptive 
customers become when their car 
nears the 11-month/11,000-mile 
mark. We might have missed sel]- 
ing them on it the first time 
around, but when the car is just 
about to go off warranty, suddenly 
they’re ready to buy.” 

Grubb Chevrolet spurs its ser- 
vice writers to sell the contracts 
the same way it encourages its 
F&I and salespeople to market 
them—with commissions. The pay 
scale is structured progressively 
so that the more contracts an em- 
ployee sells, the more money he or 
she makes. Special bonus trips for 
the most sales in a month provide 
extra incentive. 

“We weren't sure at first how ag- 
gressive our service writers would 
be at selling these until we actu- 
ally turned them loose,” Burns 
says. “But we found out that you 
really don’t need to sell the cus- 
tomer hard; you just have to take 
the time to explain the contract’s 
advantages. We’ve been having 
great success. Some of our service 
writers, in fact, have been selling 
more policies than our F&I men 


have.” 

Not every dealer would be able 
to duplicate the success Grub 
Chevrolet has had with the service 
island approach. One of the key 
factors that makes this program 
work is the fact that the particular 
5/50 plan Grubb offers can be sold 
on any 1981 or newer model as 
long as there is at least one day oF 
one mile left on the original factory 
warranty. Some other programs 
require owners to buy a contract 


before the 6,000-mile/6-month 
mark. 
Burns says the dealership 


hasn’t had to do any promotion to 
generate interest in the protection 
policies it offers. “The best way t© 
sell these contracts is by word © 

mouth. Our salespeople sit dow? 
and explain point by point just 
what a service contract is, what ! 

covers and how it stacks UP 
against those of our competitors. 
More often than not, we make 4 
sale.” 

That’s an understatement. In 
May of this year, one of the dealer 
ship’s better sales months, 62 pe™ 
cent of all customers bought a se™ 
vice contract along with their V@ 
hicle. Does Burns think the deal- 
ership can maintain this pace? - ie 
the cost of repairs continues 
climb, more customers are going t° 
buy this sort of protection. It’s e 
great hedge against inflation.’ 


Edward R. Rikess 
Southview Chevrolet Co. 
Inver Grove Heights, Minnesota 


When you look at 
our FélI numbers, 
you're looking at 


the great job 
Western 
Diversified 


has done. 


The Western Diversified team of professionals are 
truly unique, not only in their knowledge and execu- 
tion of their industry, but in the personal service that 
they provide. 


Through a strong training program, and a con- 
certed effort of convincing our people of the value of 
F&I, they have increased my monthly F&I income 
83%. Needless to say, this is a fantastic influence on 
my bottom line. 


In my dealership, I concentrate on quality, not only 
in the product I offer, but in the people I associate 
with. In fact, I was fortunate enough to be chosen 
Time Magazine Quality Dealer of the Year in 1979. 
It’s that emphasis on quality that makes me proud to 
be associated with Dan Roth and everyone at Western 
Diversified. When I look at the numbers, I realize 
what a great value they are to me. 


Edward R. Rikess 


Answers to the questions, 
Solutions to the problems. 


WESTERN DIVERSIFIED 


Western Diversified Life Insurance Company 
P.O. Box 3017, Northbrook, Dlinois 60062 
Call Lloyd Gearhart, Vice President 

for details. 312-272-8300, 

Outside Illinois toll-free 800-323-5771 


Circle # 29 


Service Contracts from page 14 
cost-effective way to extend or sup- 
plement such protection.” 

General Warranty’s Farrar 
agrees. “Once customers under- 
stand what a service contract is 
and what it covers, they are often 
very open to the idea of spending a 
few hundred dollars now to protect 
themselves against a major ex- 
pense later. 

“Dealers have to tell the cus- 
tomer what they have to offer, 
though, and ask for an order. It’s 
surprising how many new-car 
buyers are never even told that a 
service contract is available.” 


+ 


ot everybody is making 

money by selling service 
contracts. Greg Sutliff, president 
of Sutliff Chevrolet, Harrisburg, 
PA, makes a handsome return by 
giving his customers extra protec- 
tion against mechanical break- 
downs. 

Since 1971, the year after GM 
stopped offering its long-term war- 
ranties, Sutliff Chevrolet has been 
backing up its new cars with a free 
5-year/50,000-mile powertrain 
warranty. “This coverage really 
sets us apart,” Sutliff says, “espe- 
cially now that so many dealer- 
ships are selling extended service 
contracts. That’s placed a high 


“The F&I person 
shouldn't be the 


only one who is 
capable of talking 

intelligently to 

the customer.” 


The best time to approach a cus- 
tomer, experts say, is at the point 
of sale. The salesperson should al- 
ways at least mention the avail- 
ability of a service contract before 
completing a deal. Further details 
can then be provided by the dealer- 
ship’s expert on such matters—the 
F&I director or general manager. 
Farrar says everyone on the sales 
staff should have some knowledge 
of the dealership’s service contract 
programs. “The F&I person 
shouldn’t be the only one who is 


value on what we give for free.” 
Sutliff Chevrolet’s 5/50 plan 
applies to all its new cars, with the 
exception of 8-cylinder, standard 
transmission models, high-perfor- 
mance cars with optional engines 
(Z28s and Corvettes) and fleet ve- 
hicles. Included in the coverage 
are the cylinder block, head, inter- 
nal engine parts, water pump, in- 
take manifold, transmission case, 
propeller shaft, universal joints, 
rear axle, differential and axle 
shafts and seals. The warranty is 
designed to supplement Chevy’s 
basic 12-month/12,000-mile war- 
ranty, and to provide additional 
protection after the factory plan 


capable of talking intelligently 
with a potential customer,” he 
says. 


Used Cars 


Probably an even bigger market 
for service contracts exists among 
used-car buyers. Out on the used- 
car lot, service contracts can often 
serve as an effective tool for clos- 
ing sales. “More than one-half of 
all used cars are sold through pri- 
vate parties, where the main 
axiom is ‘buyer beware,’ ” says G. 
Sheldon Barquist, vice-president 
of marketing for Motors Insurance 


C 


expires. 

Under the terms of its warranty, 
Sutliff Chevrolet will repair or re- 
place any covered part that fails 
due to a defect in material or work- 
manship, up to a maximum of 
$1,000 in parts and labor per 
breakdown. Though customers are 
required to have any warranty 
work performed at the dealership, 
Sutliff has, on occasion, reim- 
bursed customers for the parts cost 
of out-of-town repairs if it agrees 
the work was necessary. 

How can this dealership afford 
to provide its customers with such 
extensive coverage? The answer, 
says Greg Sutliff, lies in control. 
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Corp., the largest supplier of 
mechanical protection. “When a 
dealer sells a used car with a ser- 
vice contract, he can demonstrate 
his willingness to back up the 
quality of the car. That can go a 
long way toward eliminating cus- 
tomers’ fears about whether or not 
a car is any good.” 

Kent Parsons Ford, Mar- 
tinsburg, WV, has taken that phi- 
losophy one step further: it backs 
its used cars up with a free 12- 
month/12,000-mile warranty on 
the powertrain, transmission, en- 
gine, air-conditioning and electri- 
cal systems. Almost all of the 40 


“We require all our customers to 
perform certain maintenance jobs 
on aregular basis in order for their 
warranty to remain valid. Oil 
must be changed every six 
months, for example, and the 
transmission and cooling systems 
must be serviced every two years. 
We found that when customers are 
forced to take care of their cars 
properly, there aren’t nearly as 
many problems.” 

Customers don’t have to have 
such work done at Sutliff Chev- 
rolet, but they must provide re- 
ceipts or other documentation if 
they have the work performed out- 
side the dealership. Sutliff encour- 
ages customers to patronize his 
shop, however, with competitively 
priced service specials. 

When the anniversary of a car’s 
purchase approaches, each owner 
is contacted by mail and asked to 
bring the vehicle in for a free in- 
spection and validation. At that 
time, the owner must provide in- 
formation showing that the car 


_ has been maintained according to 


“It’s surprising 
how many new-car 
buyers are never 


even told that a 
service contract 
ts available.” 


used cars Kent Parsons carries at 
any one time come with the war- 
ranty, with the exception of cer- 
tain high-mileage units. 

Larry Pitzer, general sales man- 
ager of the dealership, says there 
are certain costs attached to a pro- 
gram such as this, but that they 
are more than made up for in sales. 
“We have to make sure our cars 
are clean before we put them out 
on the lot,” he says. That means 
every one of Parsons’ used cars 
goes through the backshop for a 


Sutliffs requirements. This an- 
nual check-up also gives the deal- 
ership an opportunity to verify 
odometer readings, often a source 
of disputes. Revalidation must 
occur within 90 days of the car’s 
anniversary date or the warranty 
automatically becomes void. 

“Some customers don’t bother to 
keep their cars in shape and have 
them validated,” Sutliff says, “and 
these people sometimes later have 
a breakdown. But we spell out ev- 
erybody’s responsibilities clearly, 
and because of that, we don’t have 
many arguments.” 

Sutliff says most dealers are af- 
raid to try a program like this be- 
cause they think it causes a lot of 
added expense and headaches. 
“Nothing could be farther from the 
truth if the program is run well,” 


he says. “The important thing is - 


that you make sure your custom- 
ers maintain their cars properly or 
you're going to be on the hook, 
People’s engines fail every day, 
and it can cost you a lot of money if 
you aren’t careful.” 


check-up, and is reconditioned if 
necessary. “Our cars might be 
priced a buck or two higher asa re- 
sult, but our customers feel the 
extra piece of mind they get is 
worth the price.” 


Choosing a Program 


It is clear that the most success- 
ful dealers design their service 
contract programs to meet their 
own particular needs and objec- 
tives. Some dealers, for instance, 
prefer to go strictly with one of the 
factory programs because of the 

(Continued on page 20) 


Sutliff must be doing something 
right. In a recent survey conducted 
by General Motors, 49 percent of 
Sutliff Chevrolet’s customers said 
they would go to the dealership for 
future service on their present car, 
compared to a divison average of 
28 percent. When the same cus- 
tomers were asked whether they 
would recommend Sutliff Chev- 
rolet as a place to buy a car based 
on service experience, 79 percent 
replied “yes,” compared to a divi- 
sion average of 66 percent. 

The bottom line of the Sutliff 
warranty program, of course, is 
that it helps sell more cars. Sutliff 
estimates the warranty has ena- 
bled his dealership to move 10 to 
20 percent more new cars than it 
would otherwise. And Sutliff 
Chevrolet sells a lot of vehicles: 
last year, more than 1,800 new 
cars and trucks. “We wouldn’t 


offer the warranty,” Sutliff says, 
“if we didn’t think it was bringing 
us a lot of business—both in the 
front and the backshop.” 
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“Independent suppliers of service 

contracts have also developed some 

new strategies to meet the changing 
needs of the marketplace.” 


name recognition, marketing 
clout and financial support that 
come with them. With a factory- 
sponsored program, most legal 
and financial liabilities for fulfil- 
ling the terms of the contracts rest 
with the automaker. The dealer 
acts primarily as a sales agent— 
signing customers up and then 
performing repairs as needed. 

Because most manufacturers’ 
programs don’t pay full retail 
rates for parts and labor, many 
dealers have found more lucrative 
returns in self-run or third-party 
programs. In a self-run program, 
the dealer assumes all responsibil- 
ities for the contracts he sells. Ad- 
ministration of the program—in- 
cluding claims processing and 
financing—is handled in-house. 
The profit potential is higher than 
with other programs, but so is the 
risk of loss. Because of that, many 
state regulatory agencies and 
lending institutions are making it 
more and more difficult for dealers 
to start such programs. 

Far more common are indepen- 
dent, third-party-backed _ pro- 
grams. More than 250 companies 
are in the business of supplying 
service contracts, and they range 
in size from small, regional-based 
companies to large, nationwide 
vendors with thousands of dealer 
clients. In most cases, the third- 
party supplier assumes responsi- 
bility for honoring the terms of the 
service contracts. Claims are paid 
by the company—not the dealer. 

Dealers must be sure to examine 
the financial soundness of the pro- 
vider when they are looking for an 
independent service contract 


supplier. That lesson was made 
painfully clear in December of 
1980, when North American Deal- 
er Group (NADG), one of the 
largest independents in the indus- 
try, filed for bankruptcy. Some of 
the 4,000 dealers who were selling 
NADG contracts had never re- 


ceived insurance policies from the 


company, and as a result, became 
liable for any repair claims. 

“Any time you have a failure of 
this magnitude,” says American 
Warranty’s Ron Glime, “it’s bound 
to send shock waves through the 
industry. The failure of NADG, 
and the subsequent failure of its 
insurance carrier, Proprietors, left 
a lot of dealers holding pieces of 
paper on which they are liable.” 

If the collapse of NADG had any 
beneficial side effect, it is that 
dealers have become somewhat 
more cautious in such business 
dealings, says Glime. “Dealers are 
now taking a harder look at sup- 
pliers before they make any com- 
mitment. They are comparing not 
only the extent of protection and 
the amount of profit various con- 
tracts offer, but also the financial 
stability of the supplier. A com- 
pany has to be able to back up its 
claims, or a dealer is going to wind 
up in trouble.” 

The rewards are many, though, 
for the dealer who takes the time 
to shop the market for a well-de- 
signed program. With very little 
investment other than manpower, 
a dealership can use service con- 
tracts to boost used-car volume, 
backshop traffic and customer re- 
tention. What other product can 
say the same? EE 
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_ tering the. competition. Not 


touch with the market, it en- 
hances communication _ be- 
tween managers. 


When Lou Sisbarro, Sis- 
barro —_ Buick-Pontiac-GMC | 
Inc., opened for business in 


| Las Cruces, NM, he used this 
promotion to introduce him- 


self to the new market. 

Close-up pictures were 
taken of the various parts of a 
junked vehicle. The vehicle 


_ was then crushed into a 4-foot 
_ cube and placed on display at a 


shopping mall near Sisbarro’s 
dealership. 

Posters showing various 
sections of the crushed car 
were displayed on the check- 
out counters of the mall’s 37 
stores. Each store showed a 
different photo. 

The response to the 
“Crushed Car Contest” was 
tremendous. Scores of custom- 
ers went from store to store 
trying to guess what type of 
car the cube had been. Seven 
people guessed the correct 
year, make and model, so a 
drawing was held to deter- 
mine who would win the grand ~ 
prize—a television set. 

The “Crushed Car Contest” 
generated excitement, mall 
traffic and interest in the deal- 
ership. FE 
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Circle # 13 


“I have a very simple 
philosophy for managing 
a profitable dealership — 
keep the customer 
satisfied. And one of the 
ways we manage to keep 
our customers satisfied is 
by selling them the 
benefits of Ford’s 
Extended Service Plan. 
E.S.P. keeps the customer 
coming back to my 
dealership during the life 
of the E.S.P. program. It 
doesn't result in the usual 
hassle of who should pay 
for repairs—the Ford 


Ed Soukup, President, Hempstead Lincoln-Mercury, 


Hempstead, Long Island. 


Motor Company? The 
Dealer? Or the customer? 
When the customer has 
E.S.P., we don't have that 
hassle. 

All we do is take care of 
his car and make him 


happy. 


“E.S.P is an all- 


inclusive plan. It’s the 
best buy for my 
customers’ money 
because E.S.P. is 
unsurpassed in 
features and 
coverage. 

Other plans don't have 


ray 


the advantage of being 
guaranteed by Ford 
Motor Company and 
being available at all 
and Lincoln-Mercury d 
Dealers’. Every Ford 2” 
Lincoln-Mercury Dealer 
in the country will ho? 
the contract and will 4° 
the work wherever 
customers are. Being? 
Ford-sponsored prog!@ 
it’s got all the service 
protections and all the 
respectability that the 
Ford name brings it. 


 . 
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“The best way to keep 


4 


aged 
to have 
and the 


ood service 
rd Extended 


Service Plan.” 


& ‘S.P. is protection. 
S protection for the 
Customer. Because if he 
Should have problems, he 
San take his car in for 
Service at any Ford or 
sincoln- -Mercury 
dealership and his E.S.P. 
Claim is honored. He’s 
happy. When he comes 
ack to me, he says, ‘Hey, 
that program you sold me 
lS terrific, I didn’t have a 
reat big bill. I just paid 


the deductible and took 
Off’ 


“It’s also protection for me. 


It means that this 
customer's going to come 
back in the future...and 


that means higher profits, 


increased service work 
and owner loyalty for my 
dealership. I've got to 
believe that E.S.P. is one 
of the main reasons why 
our bottom line is a 
healthy black.” 

Just how much does Ed 
Soukup believe in Ford's 
Extended Service Plan? 


Let him tell you. 

“I wouldn't sell a car toa 
friend or relative unless I 
included an E.S.P. plan. 
It’s a good way to keep 
friends.” 


Circle # 12 
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Buy-Sell ments:_- 
Smoothing Dealer 
Succession 


by Paul West 
and Charles Ratner 


contractual arrange- 
ment designed to meet 
the needs of a dealership 


upon the death of its owner is a 
necessity. Dealers must plan for 
the possibility of death as well as 
for long life. Poor planning, or 
none at all, can force liquidation of 
the business and payment of high 
estate taxes and settlement costs. 

Unless the dealer’s spouse or 
children are going to come into the 
business as owners, someone is 
going to have to “settle up” with 
them. Even with the best of inten- 
tions, this is often a tough, expen- 
sive and inconvenient process. 

Equally important are the indi- 
vidual concerns that must be ad- 
dressed. A major stockholder often 
finds selling his stock very diffi- 
cult. And a minority shareholder 
trying to find a buyer for his stock 
usually has to face some hard 
facts: People don’t line up to buy 
stock in a company they will have 
little control over, or one that 
shows sign of being difficult to 
market. 

(Continued on page 26) 


24 AUTOMOTIVE EXECUTIVE, SEPTEMBER, 1982 
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For me it’s top priority reading every month!” 
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decision-makers 
like David Burdick, 


AUTOMOTIVE 
EXE 


is ina Class by itself. 
We provide 
more efficiency 
than any other 
automotive 

' magazine because 
we have it all — 


R ty | Editorial Excellen No-Waste ; 7 

eader Identity ~ Written ritten Circulation is Taio 
me o and for Oa 

Official Magazine || the new car dealer || premium audience|| Service Card 


When you want a sure road to the top, 
steer your advertising to 


AUTOMOTIVE 
EXECUTIVE 


It goes to the top and nowhere else. 


Want to get better acquainted? Ask a question? Place an order? 
JUST CALL US __ 
National Advertising Offices (703)821-7160 


Buy-Sell from page 24 

One solution to all these prob- 
lems is the document referred to as 
a buy-sell agreement. There are 
two basic buy-sell arrangements: 
the cross-purchase and the redem- 
ption or entity purchase. Cross- 
purchase involves the purchase by 
one shareholder of a co-holder’s 
shares upon the latter’s death, re- 
tirement or disability. In a redem- 
ption or entity purchase, the cor- 
poration itself purchases the 
shares. 

Before comparing the tax and 
non-tax advantages of cross-pur- 
chase and redemption plans, deal- 
ers should check the fine print of 
documents with their lenders. 
Why? Very often lenders’ agree- 
ments prohibit stock redemptions 
without the lender’s prior consent. 


Qualifying for Capital Gains 


If the ownership of a corporation 
is disbursed among related par- 
ties—such as a spouse, children, 
grandchildren or parents—great 
care must be exercised in structur- 
ing the buy-sell agreement. The 
main tax objective of a buy-sell 
agreement is to qualify for capital 
gains treatment on the sale of the 
stock. In a cross-purchase, this is 
not a problem. In a redemption, 
however, it can be a big problem. 
Unless the redemption meets cer- 
tain conditions, the corporation’s 
purchase of the shares will result 
in ordinary income to the selling 
shareholder. 

In order to qualify for capital 
gains treatment, the redemption 
must completely terminate the 
selling shareholder’s interest in 
the corporation. On the surface, 
this would not seem to be a prob- 
lem. After all, even when a father 
sells his stock to the corporation, 
he’s out. What difference should it 
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make that his son continues as an 
owner of the business? The differ- 
ence is an IRS rule known as “at- 
tribution.” 

The attribution rule states that 
whatever shares the father owns, 
the son owns, and vice versa. Con- 
sequently, when the corporation 
buys out the father’s shares, the 
son’s shares still belong to the 
father. Unless the son’s shares are 
also purchased, the father is not 
considered to have completely ter- 
minated his interest. The result? 
No capital gain on the redemption. 

Father and son can avoid this 
problem entirely by using a cross- 
purchase agreement. There are 
other ways as well, including 
waiver agreements with the IRS. 
But these are very technical, and 
of limited usefulness in a death 
buy-out by the corporation. Suffice 
it to say, family business owners 
who favor a redemption should 
seek the advice of an attorney or 
tax planner familiar with these 
rules. 


Income Tax Basis 


The next area for comparison 
between  cross-purchase and 
redemption involves the resultant 
income tax basis of the surviving 
owner. This can be an important 
consideration if the survivor 
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thinks that he’s likely to sell the 
business during his lifetime. In a 
cross-purchase, the purchasing 
owner takes a basis equal to the 
purchase price. That’s easy! In a 
redemption, however, the surviv- 
ing owner gets no basis in the 
stock because it’s purchased by the 
corporation. 

For example: Say there are two 
50-percent shareholders in a cor- 
poration and each _ invested 
$50,000 in a business that is now 
worth $1 million. 

Ifa stock redemption agreement 
is used, the surviving shareholder 
would have a tax basis of $50,000 
in a business worth $1 million. If 
the business is sold during the sur- 
vivor’s lifetime, he or she would 
realize $950,000 of capital gain. 

If a cross-purchase plan is uti- 
lized, the survivor would increase 
his or her tax basis in the business 
to $550,000. This “step-up” in 
basis is achieved because the sur- 
vivor rather than the corporation 
purchases the deceased sharehol- 
der’s stock. On a subsequent sale, 
the survivor would realize a capi- 
tal gain of only $450,000. 

Still another factor to be consid- 
ered in deciding on the best type of 
buy-sell agreement is the issue of 
control of the business. Assume for 
a moment that a few years ago A 
and B brought C and D into the 
business. A and B each own 30 per- 
cent of the business and C and D 
own 20 percent each. If A and B are 
concerned with retaining control 
of the business, then they’re better 
off using a cross-purchase agree- 
ment between themselves. Why? 
Bear in mind that in a redemption, 
the corporation buys the shares, 
thereby increasing the holdings of 
the remaining shareholders on a 
pro-rata basis. In this case, if A’s 
shares are redeemed by the com- 

(Continued on page 28) 
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Buy-Sell from page 26 

pany, B would end up with about a 
42-percent share of ownership; C 
and D each would own 29 percent 
(or 58 percent if they get together 
at the next shareholder’s meet- 
ing). In other words, the redemp- 
tion is a rising tide which lifts all 
boats. The cross-purchase between 
principals is an effective way to 
keep control out of what might be 
“less seaworthy” hands. 

One final consideration in 
choosing a buy-sell agreement is 
the comparative tax brackets of 
the corporation and the sharehol- 
ders. Premiums to fund the buy- 
out are not deductible (nor are the 
proceeds taxable). Likewise, the 
buy-out payments themselves are 
not deductible. It may make sense 
to set up the agreement with an 
eye toward having the lower-brac- 
ket corporation, rather than the 
higher-bracket shareholder, pur- 
chase the shares (and the insur- 
ance to cover the cost). This 
rationale will not apply to a Sub- 
chapter S corporation, because 
there is only one level of taxation 
in that context—the sharehol- 
der’s. A  cross-purchase, then, 
would be appropriate for a Sub- 
chapter S corporation. 


Term vs. Permanent Insurance 


Assuming we agree that buy- 
sell agreements should be funded 
with life insurance, what type of 
insurance policy is best? The clas- 
sic confrontation is between term 
and permanent. Each side of the 
coin has its own strengths and 
weaknesses. Term insurance is 
less expensive than permanent 
(whole-life) in the early years. At 
some point, however, the increas- 
ing cost of term insurance will ex- 
ceed that of whole-life, whose pre- 
miums remain level. 


So, if the buy-sell agreement is 
between owners who intend to be 
around for awhile, permanent in- 
surance has the edge in long-term 
cost effectiveness. Still, younger 
owners might want to start out 
with annually renewable term in- 
surance and then convert to per- 
manent insurance when pre- 
miums increase. 


Estate Planning 


One of the most important func- 
tions of a buy-sell agreement is to 
establish or “peg” the value of the 
business for federal estate tax pur- 
poses. Without such an agree- 
ment, the matter is all too often 
settled by the IRS, which, of 
course, seeks to establish the high- 
est possible value for the shares. 
The IRS will, however, accept the 
price set in the buy-sell for the 
stock as the proper estate tax valu- 
ation if: 

1) The price is specifically de- 
terminable. 

2) During the  shareholder’s 
lifetime, he or she is obliged to 
offer the shares to the corporation/ 
co-shareholders at the determined 
price before selling to a third 
party. 
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3) The price for a lifetime sale 
does not exceed the price for sale at 
death. 


4) The shareholder’s estate is 
bound to sell at death. 


5) The agreement is a bonafide 
arm’s length arrangement, not a 
device to pass the stock to benefi- 
ciaries at a reduced price. 


Businesses normally grow at a 
13- to 15-percent rate every year, 
and this growth is reflected in an 
ever-increasing estate tax value 
for the business interest. Because 
of this, it makes a great deal of 
sense to establish the business’ 
value with a buy-sell agreement. 

Because a properly drawn buy- 
sell agreement will “peg” value for 
estate tax purposes, one school of 
thought suggests that the agree- 
ment state a low, but nonetheless 
defensible price for the shares, 
with the balance of the “real” 
value of the owners’ interests to be 
paid outside the agreement by in- 
surance provided within the fringe 
benefit packages. This technique 
is worthy of consideration in a 
situation where there is a happy 
“marriage” between the business 
owners. 

(Continued on page 30) 
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If the situation is otherwise, 
then this technique should be ap- 
proached with caution. Why? Be- 
cause an agreement that “pegs” 
may not call for a lifetime buy-out 
at a price greater than a buy-out at 
death. Imagine the co-owner who 
wants “out,” for whatever reason, 
and is bound to accept the artifi- 
cally low price set in the agree- 
ment. Obviously, this technique 
favors the owner who is not the 
first to die or retire, since he takes 
over the balance of the business at 
a “bargain.” 

The low valuation technique 
used to make sense in the context 
of the family business. For exam- 
ple, a father who planned to pass 
his shares to his son at death or re- 
tirement would enter into a buy- 
sell agreement with the low value 
we spoke of earlier. The son might 
hold insurance on his father’s life, 
which he would put toward pur- 
chase of his father’s shares at his 
death. This design accomplished 
two objectives: (1) The value of the 
father’s shares was established for 
estate tax purposes; and (2) the 
mother received funds as a result 
of the sale of the shares to the son. 

Unfortunately, this set-up also 
gave the son an artificially low in- 
come tax basis for the stock he ac- 
quired from his father. The low 
basis in the stock resulted in a 
larger capital gain, if and when 
the son sold the business. 

Thanks to the Economic Recov- 
ery Tax Act of 1981 (ERTA), this 
disadvantage has become an ad- 
vantage again. The new tax law 
significantly alleviates the estate 
tax pressure which, among other 
things, compelled the father in our 
example to “peg the value low.” 
Now, the father’s buy-sell agree- 
ment with the son could call for a 
substantially higher price for the 
stock, without necessarily causing 


tax havoc in the father’s estate. In 
this way, the son gets an income 
tax basis much closer to the stock’s 
fair market value. The ground 
rule to be observed is that the 
agreement must be fair and 
reasonable (i.e., as though be- 
tween unrelated parties) when 
first signed. 


Valuing the Corporation 


There are three basic methods of 
buy-sell valuation. 

1) Fixed Price Method. This is 
the easiest of the three basic 
methods, but potentially the 
most dangerous. Simply put, the 
fixed price method involves no- 
thing more than the owners 
“guesstimating” the worth of their 
business. Whatever they agree 
upon determines the price per 
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share for their interests. The prob- 
lem with this method is that it is 
not self-adjusting. Because buy- 
sell agreements have a habit of 
gathering more dust than atten- 
tion, someone is in for a shock 
when the deceased owner’s family 
has to sell its interests in the now 
prosperous business for the song 
the two fellows sang years ago. In 
addition, an agreement too long 
neglected may not “peg” for estate 
tax purposes. Therefore, the fixed 
price method should be backed up 
by, or entirely discarded for, either 
of the next two methods. 

2) Adjusted Book Value. This is 
the method often suggested for 
holding or investment companies, 
as opposed to companies that actu- 
ally sell goods or services to the 
public. The calculation essentially 
subtracts liabilities from assets 
according to the “book,” with an 
adjustment for the fair market 
value of the corporation’s assets. 

3) Capitalization of Earnings. 
Typically, the earnings over the 
last five years are averaged and 
multiplied by a capitalization fac- 
tor. The factor will be higher (nine 
or ten) for a solid, stable company, 
and lower (three to five) for a risk- 
ier, less stable venture. 


Conclusion 


Properly designed and written, 
the buy-sell agreement can be a 
valuable tool. Professional help 
should be sought, however, to 
make sure that plans are im- 
plemented correctly. EE 


Paul West is manager of NADA’s 
Estate Planning Department, and 
Charles Ratner is manager of Con- 
necticut General Life Insurance 
Co.’s Home Office Design Center. 


Kentucky dealers 
fly with the eagle 


From left to right: Robert H. Newberry, Executive Vice President; Thomas W. Muncie. 
Past President; Jack Kain, Current President; Norman Boggess, Immediate Past President; 
John E. Cronin, President Elect and Chairman of Special Investigation Committee; Pat 
Halloran, Past President; Bob Watson, First Vice President 


It's official. The KADA has selected the First American Warranty 
Corporation. After careful review of many service Contract programs 
as well as mechanical breakdown insurance plans, the First 
American eagle came out on top. 


If you re not satisfied with the financial integrity or 
profitability of your current program, call Johnny Mohler, our 
National Sales Vice President at 800-821-5546 (in Missouri 
816-531-7668). Or write him at First American Warranty 
Corporation, 3100 Broadway, Kansas City, Missouri 64111, 
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“The absolute protection 
afforded by First American's 
Mechanical Breakdown Insur- 
ance Policy P rogram —which is 
total insurance —had an enor- 
mous appeal to our dealers.” 


“While we also liked First 
American's insured service 
contract better than any of the 
rest, our dealers overwhelm- 
ingly voted to go with their 
100 % insurance plan.” 


“Our dealers were impressed 
with the fact that the plan we 
selected permits our dealers to 
become licensed as direct 
agents of the insurance com- 
pany underwriting First Ameri- 
can’s program, and to deliver 
direct policies of the insurer to 
our customers, rather than be 
middleman ‘warrantors’ as 
traditional under the service 
contract approach.” 


“We were greatly impressed 
with the South Carolina Insur- 
ance Company, the insurance 
carrier rated A + in Best's 
Insurance Reports, Property 
and Casualty Edition, that will 
be underwriting the mechan- 
ical breakdown policies our 
dealers can offer their cus- 
tomers. With a net surplus in 
excess of one hundred forty 
million dollars, and an out- 
standing reputation dating 
back to 1910, we know this in- 
surance company can provide 
our dealers and their custom- 
ers with unsurpassed safety, 
integrity and service. And our 
dealers will enjoy the highest 
profits consistent with a pro- 
gram of this quality.” 
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Credit 


n April 7, 1981, the Fed- 

eral Reserve Board (the 

Fed) published amend- 
ments to Regulation Z to imple- 
ment the Truth-in-Lending Sim- 
plification and Reform Act. Re- 
vized Regulation Z became effec- 
tive April 1, 1981, with com- 
pliance optional until October 1, 
1982. As of October 1, all creditors 
subject to the regulations must 
comply with the requirements of 
revised Regulation Z. 

In last month’s issue, AE 
examined the new requirements 
regarding disclosure of dealer 
“buy-downs.” This article com- 
pares in detail the credit advertis- 
ing requirements of pre-simplifi- 
cation Regulation Z with the re- 
quirements of revised Regulation 
Z. In brief, the credit advertising 
requirements of revised Regula- 
tion Z are simpler, less burden- 
some and more advantageous to 
dealers. 


General Disclosure Requirements 


With the exception of some 
new provisions regarding variable 
rate disclosure, the general credit 
advertising disclosures in pre-sim- 
plification Regulation Z have not 
been modified in the revision. The 
general requirements are outlined 
below. 

Clear and Conspicuous Stan- 
dard: The credit advertising dis- 
closures required by Regulation Z 
must be made in a “clear and con- 
spicuous” manner. The regula- 
tions prescribe no specific rules for 
the format of the disclosures. Credit 
terms need not be printed in a cer- 
tain type size, nor do such terms 
have to be set forth in a particular 
location in the advertisement. 
(Pre-simplification and _ revised 
Regulation Z) 

Actually Available Terms: To 
the extent that an advertisement 
mentions specific credit terms, it 
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may state only those terms which 
the creditor is prepared to offer. A 
creditor is barred from advertising 
terms that are not and will not be 
available. However, a creditor 
may advertise credit terms that 
will be offered for only a limited 
time or terms that will become 
available at a future date. (Pre- 
simplification and revised Regula- 
tion Z) 

Disclosure of Fixed Rates: If a fi- 
nance charge in a closed-end credit 
advertisement is expressed as a 
rate, it must be stated as an “an- 
nual percentage rate.” The adver- 
tisement may not simultaneously 
state any other rate, except that a 
simple annual rate or periodic rate 
applicable to an unpaid balance may 
appear along with, but not more 
conspicuously than, the annual 
percentage rate. Dealers may not 
include an add-on rate, discount 
rate, time-price differential or 
other method of rate calculation in 
a credit advertisement. (Pre-sim- 
plification and revised Regulation 
Z) 

Variable Rate Disclosure: Un- 
like pre-simplification Regulation 
Z, the revision addresses and pre- 
scribes disclosures for advertising 
a variable interest rate. If the ad- 
vertised annual percentage rate is 

(Continued on page 34) 
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Regulation Z from page 32 

a variable rate, the advertisement 
must state that the rate is subject 
to increase after consummation of 


the transaction. However, the ad- 
vertisement need not contain a 
description of the rate increase, its 
limits or how the increase affects 
the payment schedule. The rate in- 
crease disclosure requirement 
does not apply to any rate increase 
due to delinquency, default, accel- 
eration, assumption or transfer of 
the collateral. (Revised Regula- 
tion Z) 


When Sales Are 


Specific Disclosure Requirements 


Though the general disclosure 
requirements have been incorpo- 
rated in revised Regulation Z with 
little change, there are significant 
differences between pre-simplifi- 
cation and revised Regulation Z in 
regard to “trigger terms” and spe- 
cific disclosure requirements. The 
differences between the two requ- 
lations are outlined below. 

Trigger Terms: Under pre-sim- 
plification Regulation Z, there are 
seven “trigger terms.” Revised 


Teklor, Brings 
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SUPERIOR PRODUCTS 


to clean and protect finishes and fabrics inside and out. 


EASY APPLICATION 


to reduce your labor costs on every vehicle. 


IN-HOUSE SALES TRAINING 


to boost your closing ratios. 


FLEXIBLE PROGRAMS 


to meet your unique needs without franchise fees or rigid kits. 


OEM RANGE OF PROFIT 


to keep your cost of sales below 15%. 


imu) 


800-438-3339 Nationwide 
800-222-2171 in N.C. 
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P.O. Box 340, Catawba, NC 28609 
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requirements are simpler.” 


Regulation Z has reduced the 
number of “trigger terms” to five. 
No longer do dealers have to make 
disclosures when (a) a statement is 
made that no down payment is re- 
quired or (b) a statement is made 
that there is no charge for credit. 
The applicable trigger terms are 
as follows: 


(1) The amount of the down pay- 
ment, expressed either as a per- 
centage or a dollar amount (pre- 
simplification and revised Regula- 
tion Z). Examples: “$100 down;” 
“Only 5 percent down;” “90 per- 
cent financing.” 

(2) The amount of any required 
installment, expressed either as a 
percentage or a dollar amount 
(pre-simplification and_ revised 
Regulation Z). Examples: 
“Monthly payments less than 
$67;” “Pay 5 percent each month;” 
“$1,200 balance payable in 10 
equal installments.” 


(3) The number of installments 
(pre-simplification and _ revised 
Regulation Z). Examples: “36 
small payments are all you make;” 
“48 monthly payments.” 

(4) The period of repayment 
(pre-simplification and _ re- 
vised Regulation Z). Examples: 
years to pay;” “36 months to pay;” 
“4-year loans available.” 

(5) The dollar amount of any fi- 
nance charge (pre-simplification 
and revised Regulation Z). Exam- 
ples: “$500 total cost of credit;” 
“$10 monthly carrying charge;” 
“$100 financing;” “Financing cost 
less than $100.” 


The next two items no longer 
have to be disclosed under revised 
Regulation Z: 

(1) A statement that no down 
payment is required (pre-simplifi- 
cation Regulation Z only; deleted 
in revised Regulation Z). Exam- 
ples: “No money down;” “Leave 


Pi 


at i ee eee eee 


“By October 1, creditors 


your wallet at home;” “Pay noth- 
ing until after Christmas.” 

(2) A statement that there is no 
charge for credit (pre-simplifica- 
tion Regulation Z only; deleted in 
revised Regulation Z). Example: 
“Free credit.” 

Specific Disclosures: If an adver- 
tisement contains any one or more 
of the “trigger terms,” then specif- 
ic credit disclosures must be in- 
cluded. Under pre-simplification 
Regulation Z, there are five specif- 
ic disclosures. In revised Regula- 
tion Z, the number of specific dis- 
closures has been reduced to three. 
No longer does the dealer have to 
disclose (a) the “cash price” (in a 
credit sale) or amount of the loan 
(in loans and other non-sale cred- 
it); or (b) the “deferred payment 
price” (in a credit sale) or “total of 
payments” (in loans and other 
non-sale credit). 

The specific credit advertising 
disclosures applicable in revised 
Regulation Z are as follows: 

(1) The amount or percentage of 
any required down payment, 
using the term “cash down pay- 
ment” or astatement that no down 
payment is required (pre-simplifi- 
cation and revised Regulation Z). 

Under revised Regulation Z, the 
word “down payment” need not be 
used in making this disclosure. As 
a result, the following statements 
would be in compliance. Exam- 
ples: “10 percent cash required 
from buyer;” “Credit terms re- 
quire minimum of $500 trade-in.” 

(2) The terms of repayment. 
While the phrase “terms of repay- 
ment” generally has the same 
meaning as the language used in 
pre-simplification Regulation Z, 
the revision provides greater flexi- 
bility to advertisers in making 
this disclosure. For example, 
under revised Regulation Z, an ad- 
vertiser could use a unit-cost ap- 


proach in making the “terms of re- 
payment” disclosure. Example: 
“48 monthly payments of $27.83 
per $1,000 borrowed.” 

(3) The amount of the finance 
charge expressed as an “annual 
percentage rate” (pre-simplifica- 
tion and revised Regulation Z). In 
addition, ifthe rate is variable and 
subject to increase after consum- 
mation of the transaction, then re- 
vised Regulation Z requires that 
fact to be disclosed in the adver- 
tisement. 


must be in compliance.” 


Summary 


For the following reasons, it is 
our opinion that the credit adver- 
tising requirements of revised 
Regulation Z are simpler, less bur- 
densome and otherwise more ad- 
vantageous to dealers than pre- 
simplification Regulation Z re- 
quirements: 

© Statements that “no down pay- 
ment is required” and that there 
is “no charge for credit” have been 


(Continued on page 36) 
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“Credit terms 


Regulation Z from page 35 
deleted as “trigger terms” fromre- 
vised Regulation Z. 

e “Cash price” and “deferred 
payment price” have been deleted 
as specific credit disclosures in re- 
vised Regulation Z. 

@ Revised Regulation Z clearly 
addresses disclosure of variable 
rates subject to increase after con- 


must be clear.” 


© The “terms of repayment” dis- 
closure may provide greater flexi- 
bility in advertising credit. 

NADA encourages dealers. to 
talk with their attorneys about 
how best to comply with the re- 
quirements of revised Regulation Z. 
Should you have any comments or 
questions, please feel free to con- 
tact NADA Regulatory Affairs at 


Working 
for us 
helps them 
work better 
for you! 


summation. (703) 821-7030. FE 


Comparison of Regulation Z Requirements 
For Advertising Closed-End Credit 


Pre-Simplification Reg. Z Revised Reg. Z 


General Disclosure (1) Clear and conspicuous (1) Same 
Requirements (2) Actually available terms (2) Same 
(3) Rate of finance charge expressed as (3) Same. In addi- 
an APR. No other rate disclosure, ex- tion, any APR 
ceptthatasimpleannualor periodic __ increase after 
rate may appear along with (but not consummation 
more conspicuously than) the APR. must be dis- 
closed. 


Trigger Terms (1) Amount of down payment, expressed (1) Same 
as a percentage or a dollar amount 

(2) Amount of any installment, ex- 
pressed as a percentage or a dollar 
amount 

(3) Number of installments 

(4) Period of repayment 

(5) Amount of the finance charge 

(6) Nodown payment required 

(7) Nocharge for credit 


(2) Same 


(3) Same 
(4) Same 
(5) Same 
(6) Deleted 
(7) Deleted 


(1) Deleted 

(2) Deleted 

(3) The term 
“down pay- 
ment” need 
not be used. 

(4) Number, amount and due dates (4) Terms of re- 
or period of payments payment 

(5) Amount of finance charge expressed (5) Same. In addi- 
as an “annual percentage rate” tion, any APR 

increase must 

be disclosed. 


Specific Disclosures (1) “Cash price” 
(2) “Deferred payment price” 
(3) Amount of “cash down payment,” 
expressed as a percentage or a dollar 
amount 


36 AUTOMOTIVE EXECUTIVE, SEPTEMBER, 1982 


Oh, what ateam! — 


Employees who serve on National 
Guard and Reserve teams make bet- 
ter team workers for you. 

If you already encourage employee 
participation in Guard and Reserve 
training, many thanks. If not, join the 
now more than 360,000 enlightened 
employers who already do. Sign the 
Statement of Support. For a complete 
information package on how you can 
participate, write today to: Employer 
Support, Arlington, Virginia 22209. 


EMPLOYERS SUPPORT 
THE GUARD & RESERVE 


Arlington, VA. 22209 


AC 


A Public Service of This Magazine & The Advertising Council 
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roadway producer Sol 

Hurok once said, “When 

people don’t want to come, 
nothing in the world will stop 
them.” James Evered expounds on 
that theme in his excellent new 
book, “A Motivational Approach 
to Selling.” 

Although Hurok’s statement 
about human behavior may be the 
more memorable, Evered’s com- 
ments may be more to the point. 
Both men are talking about the 
same thing: the ability to sell a 
product or service depends on a 
salesperson’s ability to motivate 
the buyer into making a positive 
purchasing decision. 

The major value of Evered’s 
book lies not only in showing how 
to motivate a buyer into a sale, but 
why it’s important to do so. Ulti- 
mately, the buyer decides to make 
a purchase based on a set of practi- 
cal and emotional needs that must 
be filled. It’s the salesperson’s task 
to identify those needs and demon- 
strate how a certain product or ser- 
vice can help fill them. As Evered 
puts it: 

“The key to motivating another 
person lies in the ability to deter- 
mine the results he perceives as 
worthwhile. Don’t make the mis- 
take of assuming what results you 
find most favorable will be the 
same for others. Every one of us has 
his or her own set of results he or 
she pursues.” 

The author builds on this pre- 
mise, offering salespeople a gen- 
eral pattern to follow when inter- 
viewing prospective buyers. He 
prefers to use the term “interview- 
ing” because “the salesman who is 
genuinely interested in learning 
what is most important to the cus- 
tomer will conduct a sales inter- 
view, a 2-way communication.” 


_In Print 


Business 


“A Motivational Approach To 
Selling;” by James F. Evered; 
AMACOM; New York, NY; 
1982; 232 pages; $14.95. 


Even though the book has two or 
three weak spots (telephone sell- 
ing and prospecting each deserve 
more than 10 pages), these are 
more than balanced by several ex- 
cellent passages. The discussion of 
the “RSVP” model is certainly a 
key one. The letters stand for “Re- 
sult-Source-Verification-Persua- 
sion,” a memory-triggering device 
for motivational selling. 

Another outstanding portion of 
the book addresses the matter of 
price vs. value. According to Eve- 
red, a salesperson should assume 
that the customer is looking to 
strike a balance between the price 
of the product and its value. As 
Evered puts it, “If, in the cus- 
tomer’s mind, price outweighs 
value, there is no way you can 
close the sale. If, however, value 


outweighs price in his mind, that’s 
when you close the sale.” 

Evered follows up that good point 
with another: “Price cutting is a 
poor substitute for professional 
selling.” Price objections are heard 
increasingly these days, and most 
inexperienced salespeople tend to 
cave in when they encounter 
them. Most veteran salespeople 
realize, however, that a price ob- 
jection offers a unique opportu- 
nity. It’s the only objection a pro- 
spective buyer raises that permits 
a salesperson to review virtually 
all the features of the product. 

Evered’s book may be a case of 
educational overkill for veteran 
salespeople, but I highly recom- 
mend it to sales trainees and 
others with less than two years’ 
sales experience. ZE 


Here are the current Top Ten best-selling books for business. The list is based on 
sales figures obtained from retail bookstores throughout the United States. 


1) “A Book of Five Rings;” by Miyamoto Musashi; Overlook Press; $5.95 (1) 
A 16th-century swordsman has some advice for businessmen. 
2) “William E. Donoghue’s Complete Money Market Guide;” by William E. 
Donoghue with Thomas Tilling; Bantam Books; $3.50 (2) t 
Comprehensive “how to” for money-market investors. 
3) “Theory Z;” by William G. Ouchi; Addison Wesley; $12.95 (3) 
A new theory on how to boost business productivity. 
4) “Strategic Investing;” by Douglas Casey; Simon & Schuster; $15.95 (5) 


A speculator advises on investments. 


5) “What Color Is Your Parachute?” by Richard N. Bolles; Ten Speed Press; $7.95 (4) 


How to change careers and jobs. 


6) “The Soul of a New Machine;” by Tracy Kidder; Avon; $3.95 (6) + 
The creation and awakening of the microcomputerized age. 
7) “Inflation Proofing Your Investments;” by Harry Browne and Terry Coxon; 


Warner; $3.95 (7) 


8) 


How to prevent dilution of invested capital. 

“How to Become Financially Successful by Owning Your Own Business;” by Al- 
bert J. Lowry; Simon & Schuster; $14.95 (8) 

How-to techniques for budding entrepreneurs. 

“You Can Negotiate Anything;” by Herb Cohen; Lyle Stuart; $12.95 (10) 

How to gain the competitive edge. 


“Money Dynamics for the 1980s;” by Venita Van Caspel; Reston Publishing; 
$15.00 (9) 


A guide for money management. 


indicates last month’s position 
indicates a paperback previously on the list as a hardcover edition 


This column is prepared as an automotive exclusive for E by Henry Holtzman, a nationally known business writer. All comments or questions 
pertaining to this column should be mailed to: Business in Print, automotive executive magazine, 8400 Westpark Dr., McLean, VA 
22102. 
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INDY 


This year’s Indy “500” race was a 
thriller, to say the least. It was the 
closest finish in the race’s history, 
as Gordon Johncock edged out 
Rick Mears by .16 of a second. In- 
cluded in the day’s celebrations 
was the presentation of the NADA 
Milestone Awards to the 1981 
pacesetters. In this photo album, 
4E takes a look at the cars and color 
that are Indy. 
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1. Race day festivities included parades of 
numerous marching bands. 


2. Pete Halsmer’s pit team readies his car 
for another run 


3. Dave Banks, chairman of NADA’s com- 
munications committee, presents Milestone 
plaques to last year’s pacesetters (from left): 
Gordon Johncock (who led at 200 and 300 
miles), Tom Sneva (100 miles) and Bobby 
Unser (400 miles). 


4. Geoff Brabham’s Pentax Super awaits 
the start of the race. 


5. A sextet of Indy “500” winners sur- 
rounds racing’s most coveted prize. From 
left to right: A. J. Foyt, Gordon Johncock, 
Rick Mears, Mario Andretti, Johnny 
Rutherford and Al Unser. 


6. Mario Andretti’s car heads into starting 
position. 


7. The pace lap begins on the front 
straightaway. 


8. NADA President George Lyles shares a 
moment with his wife Nancy before the race. 


9. This year’s official pace car, a 1982 
Camaro Z-28, was driven by Jim 
Rathmann, the 1960 Indy “500” winner. 


10. Made up of 80 pounds of sterling 
silver, the Borg-Warner trophy bears relief 
sculptures of all the Indy winners. 


11. NADA Director Banks flanks NADA’s 
Milestone Award, which is on permanent 
display at the Indy “500” museum. 


12. Crew members tear up foam to pad the 
seat of Dale Whittington’s racer. 


13. Tom Sneva’s Texaco Star racer under- 
goes last-minute preparations. 
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Hazardous Waste Disposal 


s of this writing, the act which governs the 
A disposal of hazardous waste, the “Resource 

Conservation and Recovery Act Reauthori- 
zation” (RCRA) is moving through the House of Rep- 
resentatives. 

As passed by the Energy and Commerce Commit- 
tee, Section 3 of the act (H.R. 6307) reduces the level 
at which requirements for hazardous waste generat- 
ors are imposed from 1,000 kilograms per month to 
100 kilograms per month. This seemingly simple 
change in the law could bring hundreds of thousands 
of small businesses under the full scope of RCRA reg- 
ulations, including the overwhelming majority of 
new car and truck dealers. 

Recent testimony by the Environmental Protec- 
tion Agency (EPA) before the Senate Subcommittee 
on Environmental Pollution stated that, “The reduc- 
tion of the exclusion level would add less than 1 per- 
cent to the amount of hazardous waste regulated. But 
the agency’s regulatory universe would immediately 
triple.” Thus, not only would EPA’s regulatory bur- 
den virtually explode, but burdensome and costly 
regulatory requirements could be imposed on the 
small business community without a clear under- 
standing of the environmental impact. 

Currently, the wastes generated by most dealers 
(primarily used oil) are collected in containers, sold 
and ultimately reused for commercial purposes. This 
procedure provides a small profit for dealers and en- 
courages the recycling of used oil. 

EPA has indicated that under the revised act, 
waste oil will be classified as hazardous waste. If Sec- 
tion 3 of H.R. 6307 is enacted, reuse projects such as 
those engaged in by dealers could be hindered by sub- 
jecting dealers to the full range of RCRA require- 
ments, including testing, labeling and verifying de- 
livery. 

NADA believes that because 99 percent of hazard- 
ous wastes are currently regulated by the EPA, a pru- 


dent examination of the most appropriate manner in 
which to regulate small generators of waste should be 
undertaken before thousands of small businesses are 
brought into the regulatory fold. It is for this reason 
that we strongly support an amendment that will be 
offered on the House floor by Rep. Phil Gramm (D- 
TX). 

The Gramm amendment would require EPA to en- 
gage in astudy and report to Congress on the most ap- 
propriate manner in which to address the small gen- 
erator question. This study would be completed with- 
in three years with annual reports to Congress. 

On the Senate side, it is unclear at this time exactly 
how the Environment and Public Works Committee 
will handle this issue. However, NADA will be work- 
ing to include a provision similar to that advocated by 
Rep. Gramm in the Senate bill, should the committee 
decide to regulate small generators. 

NADA believes that the carefully directed exami- 
nation of the issue outlined in the Gramm amend- 
ment presents a meaningful alternative. 


Clean Air Act moving through committees. As 
of this writing, indications are that both the Senate 
Environment and Public Works Committee and the 
House Energy and Commerce Committee will try to 
complete action on their respective Clean Air Act 
bills by the August 20 recess. 

The Senate Committee is continuing to work on its 
bill, and Chairman Robert Stafford (R-VT) has stated 
that he would like to see the committee complete ac- 
tion on the bill by August 11, or soon thereafter. 

In the House—after months of behind the scenes 
negotiating—it appears as though a compromise may 
soon be forthcoming and that the committee may 
again resume work on the Clean Air Act. NADA sup- 
ports an industry-backed bill, H.R. 5252, and will 
continue to work for its adoption. -E 


This column is prepared exclusively for automotive executive by the Legislative Division of the National Automobile Dealers Association. All comments or ques- 
tions pertaining to this column should be mailed to: On The Hill, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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———————— 


by Paul West 


n August 13, 1981, Pres- 

ident Reagan signed the 

Economic Recovery Tax 
Act (ERTA). With a simple stroke 
of the pen, the President put in 
force the most sweeping and wel- 
come tax revision since the incep- 
tion of the estate tax system. 

When the Employee Retirement 
Income Security Act of 1974 was 

assed, the purveyors of doom 
rushed to their soapboxes to sound 
the death knell for pension plans. 
It is true that many changes have 
resulted in the design, marketing 
and administration of estate 
plans. However, the pension busi- 
ness goes on growing at a record 
pace. 

These same prophets of gloom 
are now predicting that ERTA will 
make the need for estate planning 
a thing of the past. Most profes- 
sionals agree that just the opposite 
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“By updating their estate plans, 
dealers can take full advantage of 
the opportunities contained in ERTA.” 


is true. The new tax law has pro- 
foundly changed some of the basic 
tenets of estate planning, and 
those changes demand close 
examination if dealers are to 
maximize the portion of their es- 
tates that will be preserved after 
death. By updating their estate 
plans, dealers can take full advan- 
tage of the new opportunities con- 
tained in ERTA. 

The federal estate tax is a tax on 
the transfer of property at death. If 
you have a large enough estate, 
the tax will affect all of your prop- 
erty at death (dealership, cash, 
house, land, stocks, bonds, life in- 
surance, etc.). The tax is measured 
by the value of the property you 
are transferring to your heirs and 
beneficiaries. The rate structure, 
like most tax rates, is graduated. 
There are, however, various allow- 
able deductions, such as funeral 
expenses, gifts and costs to settle 
claims against the estate. 

In 1976, the Tax Reform Act 
changed estate and gift tax laws in 
order to provide relief to busines- 
ses and individuals. Prior to 1976, 
there was a tax exemption limit of 
$60,000 for all estates. This meant 
that all estates with assets in ex- 
cess of $60,000 were subject to es- 
tate taxes. 

In 1976, the $60,000 exemption 
(as well as a separate $30,000 
exemption for gifts) was replaced 
with the “unified tax,” which could 
be applied either to the tax, 
lifetime transfer or transfer at 
death. As a result, the amount of 
an estate that could be exempted 
from taxes increased substantially 
(see Table 1). The unified tax cred- 
it was phased in over a 5-year 

(Continued on page 46) 
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Table 1—Estate Tax Exemptions 
Under the Tax Reform Act of 1976 


Exemption 

Year Unified Credit Equivalent 
1977 $30,000 $120,000 
1978 34,000 134,000 
1979 38,000 147,333 
1980 43,500 161,563 
1981 47,000 175,625 

Table 2—New Unified Credits and Exemptions 

Exemption 

Year Unified Credit Equivalent 
1982 $ 62,800 $225,000 
1983 79,300 275,000 
1984 96,300 325,000 
1985 121,800 400,000 
1986 155,800 500,000 
1987 and later 192,800 600,000 


Table 3—New Maximum Rates and Estate Values 


That Will be Subject to Them 
Year of Death Highest Rate On Estates Over 
1982 65% $4,000,000 
1983 60% 3,500,000 
1984 55% 3,000,000 
1985 and later 50% 2,500,000 


Year of Death 


1982 
1983 
1984 
1985 
1986 
1987 and later 


Lowest Rate After 
Using Unified Credit 


Table 4—New Estate Tax Minimums 


32% 
34% 
34% 
34% 
37% 
37% 


“Starting this year, there no longer 
will be a dollar ceiling on the 

marital deduction for estate transfers 
and gifts to spouses. That means you 
can now transfer property tax-free.” 


pletely implemented in 1987, 
more than 99 percent of U.S. es- 
tates will be exempt from federal 
estate taxes if the value of today’s 


and gifts to spouses. This means 
you can now transfer unlimited 
amounts of property tax-free to 
your spouse either during your 


—$ $$$ 


lifetime or upon your death. 
The unlimited marital deduc- 
tion represents a generous revi- 
(Continued on page 48) 


dollar remains the same. How- 
ever, the new figures are not tied 
to inflation, and as a result, may 
not shield as many estates from 


taxes as is expected. Between now SAVE MIONEY! 4 
a 
| and 1987, when the full credit is With Products from ESP =. 


phased in, for example, an estate " 


that is currently worth $600,000 
will double in size to $1,200,000 if NOW NEW FROM ESP 
STT-A Automatic Thermostat Setback Control 


inflation runs at 12 percent. In- 
stead of being completely exempt, 
one-half of that estate may be sub- 
ject to estate taxes. 

The new tax act also reduces the 
. highest estate tax rate. The top 
rate on transfer of property will 
| drop from 70 to 50 percent in 1985. 


This system consists of the STT-A Control with seven-day timeclock and 
built-in thermostat, a relay for each existing thermostat and remote zone 
thermostats where needed. 


Simply pre-program the timer to reduce air conditioning or heating during 
the non-work hours of your business. Take the human error out of heating 


and air conditioning! 
This reduction will be phased in 9 


over a period of four years. The 

number of estates subject to the 

highest tax rate, however, will 

also increase as the floor for the 

top bracket drops from $4 million 

in 1982 to $2.5 million in 1985 (see 
Table 3). 

After utilization of the unified 

| credit, the remaining value of an 


STT-A will pay for itself in less than 6 months and works especially well with 
our recirculating fans. 


For more facts and purchasing information call the ESP TOLL FREE 
number listed below. 


Save Up to 40% of Heating Fuel Costs 


estate immediately becomes sub- 
ject to federal estate tax. Table 4 
shows the combined effect of the 
a reduction in estate tax rates and 
the increase in the unified credit. 
By 1987, estate tax rates will 
range from a low of 37 percent toa 
high of 50 percent on the value of 
an estate in excess of $600,000. 
These figures show that even 
though Congress has passed a bet- 
ter tax act, most dealers are still 
going to pay a sizable amount at 
death unless they plan ahead. 
One of the most revolutionary 
changes brought about by ERTA is 
the establishment of an unlimited 
marital deduction for estate taxes. 
Starting this year, there no longer 
will be a dollar ceiling on the mari- 
tal deduction for estate transfers 


The ESP Energy Recirculating System gently forces the heat 
down to the floor to keep the thermostat satisfied. This greatly 
reduces the number of times your furnace is called on for heat. 


WRITE: 


800-548-7199 ENERGY SAVINGS PRODUCTS 
P.O. BOX 311 


IN MONTANA @ 406-252-0480 Bi LINGS, MONTANA 59103 
Circle # 10 


AUTOMOTIVE EXECUTIVE, SEPTEMBER, 1982 47 


Estate Planning from page 47 
sion in the estate tax. Under the 
old law, the maximum marital de- 
duction for property passing to 
your spouse was limited to 
$250,000, or one-half of your ad- 
justed gross estate, whichever was 
larger. 

The new law contains a transi- 
tional rule that makes prompt re- 
view and revision of your will im- 
perative. If your will leaves prop- 
erty to your spouse under the old 
formula ($250,000 or one-half of 
the estate), the new law presumes 
you did not intend to have the new 
unlimited marital deduction 
apply. You owe it to yourself and 
your family to take a fresh look at 
your estate plan in light of the new 
laws. 

One way to take advantage of 
the unlimited marital deduction 
may be to leave your entire estate 


____ Need Hel 
Planning? 


s a member of the National 
Automobile Dealers Associa- 
tion, you have access to many de- 
partments, some of which may not 
be familiar to you. 
NADA has an insurance depart- 
ment, for instance, that offers 
many low-cost group policies. 


outright to your spouse. If you do 
and die before your spouse, you 
can absolutely ensure that your 
estate will pass tax-free. It doesn’t 
matter if its value is $600,000 or 
$6 million. Whether or not this is 
wise tax planning, however, de- 
pends on the size of your spouse’s 
estate, your spouse’s needs and the 
needs of your children. 

Because estate tax rates are 


These range from policies desig- 
ned for dealer principals only to 
programs that cover every mem- 
ber of the dealership. 

The second department you 
should become acquainted with is 
NADA’s estate planning depart- 
ment. This department works only 


graduated, it may not make sense 
to leave your entire estate to your 
spouse if your spouse already has 
substantial assets. If all of your 
property is transferred to your 
spouse’s estate, her estate may end 
up paying more taxes upon her 
death than if your estate had paid 
taxes on your share. If you and 
your spouse are both well-off, and 
do not need the assets of the other’s 


with dealers, and asa result is able 
to bring a unique knowledge and 
sensitivity to dealers’ needs and 
problems. NADA’s estate plan- 
ning department can help you put 
together a complete estate plan, or 
assist in individual needs like 
wills, trusts, buy-sell agreements, 
other successorship arrangements 
or life insurance planning. 
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“One of the biggest changes contained 
in ERTA is an increase in the amount 
of property that an individual can 
transfer during or after his lifetime 
without having to pay estate taxes.” 


estate, it may be desirable for you 
to leave some portion of your es- 
tate to your children. This tech- 
nique avoids overloading the sec- 
ond estate with taxable assets. 

Let’s say Mr. Dealer has a taxa- 
ble estate of $1.2 million and that 
he dies in 1987. He leaves his en- 
tire estate to his wife. Mr. Dealer’s 
estate pays no estate tax at his 
death because of the unlimited 
marital deduction. But if the $1.2 
million is still intact in Mrs. Deal- 
er’s estate at her death, her estate 
will pay $246,000 in estate taxes. 

If Mr. Dealer had left $600,000 
to his children and $600,000 to his 
wife, on the other hand, he would 
have paid no estate tax at his 
death because of the marital de- 
duction and the unified credit. 
Then when Mrs. Dealer dies, if the 
$600,000 she received is still in- 
tact, she will pay no estate tax 
either because of the unified cred- 
it. Thus, a net savings of $246,000 
can be achieved by splitting the es- 
tate. 

The annual gift tax exclusion 
has also been increased, from 
$3,000 to $10,000 per donee. If the 
donor’s spouse joins in the gift, 
$20,000 per donee can be excluded 
from the gift tax each year. In ad- 
dition, an unlimited gift tax exclu- 
sion is now permitted for amounts 
paid on behalf of a donee directly 
to an educational organization for 
tuition or to a health care provider 
for medical services. This unli- 
mited exclusion is permitted with- 
out regard to the relationship be- 
tween the donor and the donee. 
One more advantage of the new 
law is that gifts given within three 
years of death are no longer in- 
cluded in the taxable estate (with 
a few exceptions). Under prior law, 
the value of the property transfer- 


red by a person within three years 
of his death was included in his 
taxable estate. 

Ownership of life insurance is 
also affected by ERTA. Thanks to 
the unlimited marital deduction, a 
single life policy will pass through 
to the spouse without tax, regard- 
less of whether the insured was 
the owner and his spouse the bene- 
ficiary, or the spouse was both 
owner and beneficiary. In the lat- 
ter case, the proceeds will not be in 
the insured’s gross estate; in the 
former, the proceeds will be in the 
gross estate but they will qualify 
for the unlimited marital deduc- 
tion. 

The absence of an estate tax ad- 
vantage plus the potential of di- 
vorce leads to the conclusion that 
the insured should own his own 
policy when the proceeds are to be 
payable to his spouse, however. 

Where the goal is to bypass the 
taxable estate of both spouses, as it 
would be with a second-to-die pol- 
icy or insurance purchased on the 
life of a surviving spouse, the pol- 
icy should be owned by and pay- 
able to other family members or to 
an irrevocable trust. It is still most 
planners’ contention that most 
large term policies should be put 
in an irrevocable trust to shift the 
tax at the death of both spouses. 

At the outset of this article, the 
question was raised whether 
ERTA brings to an end the need 
for estate planning. That question 
can safely be answered “no.” By in- 
creasing the unified credit and 
opening up the marital deduction, 
ERTA has created some real tax- 
saving opportunities. Dealers 
must, however, re-examine their 
estate plans with their profes- 
sional advisers in order to take full 
advantage of these changes. E 


New Car Dealers... 


pte Wow! 


Inquire About Our 
“Key Dealer” Program” 
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© To $2,500 extra dealer profit per conversion 
© Over 30 Models Available 
© Multiple car/dealer discounts 
* Leasing companies are included 


CADILLAC: Eldorado 


BUICK CHEVROLET OLDSMOBILE 
Century Camaro Cierra 
Regal Cavalier Cutlass 
Riviera Celebrity Toronado 
Skyhawk Monte Carlo 


PONTIAC FORD / LM 
Firebird Cougar 
Grand Prix Mark VI Mercedes 
§2000 T-Bird Jaguar 
6000 Mustang 


Built Right by the Leader 
Goach Chuilders L183. 


Creatively Engineered Convertibles 
Box 1978 ® High Springs, FL 32643 
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SERVICE 
CONTRACTS 
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SIMPLE PROVEN 


EFFECTIVE 


COMPLETE SAMPLE PACKET 
FREE 


CALL TOM WOOD COLLECT 
317/844-2949 


Dealer Warranty Corp. 


99 East 106th Street 
Indianapolis, Indiana 46280 
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MAKE THE MOST OF TOMORROW... 
TODAY 
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AVI You can live forever! 
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Your assets can work for your heirs 
for years to come. 


e If you plan your estate to protect 
those you love to their best advan- 
tages 


e Ifyou take protective laws into con- 
sideration as you plan your estate 


e If you make sure your business 
will continue to provide inflation- 
protected income for your heirs 


Let a professional estate planner help 
you! He knows the laws and he knows 
how to plan for your money to keep 
working for you through your heirs. 


NAISA 


the National Automotive 
Insurance and Service 
Agency, Inc. 


You have worked hard, risked your savings and in- 
vestments to build an estate. Keep it in the family; 
keep it working for your heirs. 


forte  NATSA’s professional 
estate planners can 
Call or write: NAISA help you. 
8400 Westpark Drive 
McLean, VA 22102 
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AUCTION 


Inside the BW Auction 


ven though I live less than 10 miles from the 

Baltimore-Washington (BW) auction, I 

have been there only one time on sale day. 
But that’s not so strange. I have lived in the 
Washington area since 1957, and I’ve never been to 
the White House. 

The BW auction is still anewcomer to the field, and 
I daresay the principals—Ford dealers Norris Cook 
and Bob Bell and developer Dale Hess—have had 
many anxious moments. I have no idea as to their 
capital investment, but I’m sure it was substantial. 
Since all three are otherwise employed, they rely 
quite a bit upon a paid manager. I think we agree that 
this is not a business in which one can just reach out 
and pull in a competent general manager. Most of the 
good ones are happy where they are (you are, aren’t 

ou!) 

: Well, as we know, BW was fortunate enough when 
it opened to obtain the services of two experienced 
men: Lou Fazio and Bill Kuhn, both trained in the 
Manheim tradition. Of course, auto auctions are 
strange businesses to start. There is always the prob- 
lem of which comes first—the buyer or the seller. It is 
almost impossible to open an auction with an ideal 
mix of the two; it takes time, money and patience. 

Well (if I continue to say “well” as often as I do, 
someone might think I sound like President Reagan), 
we know that Bill Kuhn left BW because there wasn’t 
much to do in those early months. Later, Lou Fazio 
returned to his “native land.” That’s when BW’s own- 
ers turned to Bernie Sisco, an experienced car man 
but one with little experience in auction administra- 
tion. How has he done? I would say very well, and a 
few hours spent at BW shows why. 

For openers, Bernie knows the car business, and he 
is familiar with auctions from the other end. The 
jump was not so great as it might seem. The sale is 
running at 500 to 600 cars offered and it would seem 
800 is attainable. Keep in mind, this auction is 
operating in a market well covered by PADE, Bor- 
dentown, Manheim and Fredericksburg ... not to 
mention Harrisonburg, though that auction may be a 
bit far away. Of course, it is hard to beat BW’s loca- 
tion—once you know how to find it. The BW auction 
is easily reached by several main roads, and the BWI 
airport is but minutes away. The auction is conve- 
nient to both the metro-Baltimore and metro- 


Washington markets—a big hunk of humanity. 

I was impressed by the BW auction, but it was Ber- 
nie, himself, who impressed me the most. Bernie 
gives the operation a personal touch. He is accessible 
to both buyers and sellers. He has the ability to stay 
cool under pressure and make decisions when they 
should be made; I like that. What may seem petty to 
one person may be of utmost importance to someone 
else. Bernie has the ability to see the problem as it 
exists in the other party’s mind. 

One young man, for instance, came to Bernie’s of- 
fice and explained he had not brought enough com- 
pany money with him to buy the car he wanted. Ber- 
nie authorized a $500 extension with a friendly joke. 

Another young man had bought a car that ap- 
peared to have a history of A-frame work. He lived too 
far to return should the problem be greater than it ap- 
peared. Bernie asked, “Do you want to return the 
car?” “No, I want the car, but...” “How much are we 
talking about?” asked Bernie. “$125.” “You got a 
deal.” Again, this was a small sum—to everyone but 
the young man. 

Another thing that impressed me about the BW 
auction was the general atmosphere of unhurried- 
ness. The sale started at 11:30 a.m. and was over 
shortly after 4 p.m. Of course, I am sure there are 
days when things do not move as easily as the day I 
was there. 

So, BW is alive and doing well, and I daresay it will 
do even better. 

You are invited to use this column should you have 
some information you feel would be of interest to auc- 
tion operators and others in the business. We would 
be delighted to accept a guest article should you have 
something especially interesting. 

About the wholesale market letter we discussed 
earlier: that is still a “go,” but we did decide to hold off 
for a few months. When we decided to publish it the 
market was very active and many things were going 
on. Then summer came and activity slowed down. 
Well, summer always comes and let us hope it con- 
tinues to do so. 

There are still some people who have not replied to 
our questionnaire of a few months back. Please take 
the time to fill it out. Just tell us how many lanes you 
have, any plans you have for expansion and what 
is your average consignment. FE 
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Auction Block is prepared exclusively for automotive executive by James “Harry” Lawrence, editor ofthe NADA Official Used Car Guide. All comments or ques- 
tions pertaining to this column should be mailed to; Auction Block, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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BRASHER’S AUTO AUCTIONS 
Three full-service auto auctions. .. 
complete reconditioning & com- 
pany-owned transports. We wel- 
come dealer, fleet and lease busi- 
ness. Member NAAA and NAFA. 


COMMONWEALTH AUTO AUCTION 
Metro Philadelphia’s Finest! Sale 
every Thursday, 10:30 a.m. Full 
Recon Center and pick-up/delivery 
are part of our complete service for 
fleet/lease operators. Call Ken 
Kimball, (215) 328-7100, for details. 


THE MARKETPLACE PATRONIZED 
BY MORE FRANCHISED DEALERS 


Col Red” Oak 


SALE EVERY THURSDAY 


10:00 A.M. 


Airport Service 


Atlanta Auto Auction 


4900 Buffington Rd., Red Oak, Ga. 30272 » (404) 762-9211 


Make a Smooth Shift. 


Prices are rising—and your market is changing. 
More and more, customers who once would have 
insisted on brand new automobiles are opting for the 
savings and satisfaction of quality Jate-model used 
cars. The kind that may be scarce on your lot 
How can you smooth this shift in market condi- 
tions? Regulate your used car inventory at a Man- 


MANHEIM AUCTIONS, P.0. BOX 4667, LANCASTER, PA 17604 
Phone (717) 569-4561 


(3 


of DOr atior 
Atlanta, GA 


LEADING THE INDUSTRY SINCE 1945 


heim Auction. You'll find more of those front-line 
78's, '79’s and '80’s you need—at profit-boosting 
prices. You'll find plenty of buyers for your real 
performers! 
And you'll find something else equally important 
fair and equal treatment—the Manheim way! 
Make a smooth shift—at a Manheim Auction 
Send for our free brochure today. 


1 MANHEIM AUTO AUCTION, Manheim, Pa. 17545 
Sale Friday Phone 717/665-3571 
2 NATIONAL AUTO DEALERS EXCHANGE, Bordentown, N.J. 08505 
Sale Wednesday Phone Bordentown 609/298-3400. 
Camden 609 /662-6700—Philadeiphia 215/923-1090 
3 FREDERICKSBURG AUTO AUCTION, Fredericksburg, Va. 22401 
Sale Thursday Phone 703/898-4900 
4 KANSAS CITY AUTO AUCTION, Kansas City, Mo. 64127 
Sale Wednesday Phone 816/241-2614 
5 et eh AUTO AUCTION, Lakeland, Fla. 33802 
Sale Phone 813/964-1551 
GATLANTA TAAUTO AUCTION, Red aoe Ga. 30272 
Sale Thursday Phone 404/762-921 
7 HIGH POINT AUTO AUCTION, High Po int, N.C. 27261 
Sale Tuesd. Phone 919/886-709 
8 BUTLER AUTO AUCTION, Gbeonia, Pa. 15044 
Sale Wednesday Phone 412/443-7211 
Pittsburgh 412/961-0305 
9 METRO MILWAUKEE AUTO AUCTION, vases: Wis. 53108 
Sale Wednesday Phone Caledonia 414/835- 
ee 312/236-2623 
10 FLORIDA AUTO AUCTION OF ORLANDO, Ocoee, Fla. 32761 
Sale Tuesday Phone 305/656-6 
11 FRESNO AUTO DEALERS AUCTION, Fresno, Calif. 93706 
Sale Thursday Phone 209/268-8605 
12 CALIFORNIA AUTO DEALERS EXCHANGE, Anaheim, Calif. 92803 
Sale Wednesday Phone 714/996-2 
13 AMERICAN AUTO AUCTION, Walpole } Mass. 02061 
Sale Tuesday Phone Boston 617/329-4955 or 329-4956 — 
Walpole 617/668-9139 
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Concord Auto Auction 
Hosmer St. off Rt. 2, Acton, MA 01720 
(617) 263-8300 


Friday is Concord 


Over 1,000 cars on Friday 
Guaranteed Checks and Titles 


Limo Service to and from Airport 


AXD 


SERVING FLEET 
ACCOUNTS SINCE 1957 


PENNSYLVANIA 
AUTO DEALERS’ EXCHANGE, INC. 
P.O. Box 41 @ York, Penna. 17405 


PHONE (717) 266 - 6611 


GRAND RAPIDS AUTO 
AUCTION, INC. 
2380 Port Sheldon Rd. 

Jenison, MI 49428 
Tel: 616-669-1050 
Bart Knapp 
V.P. Fleet and Lease 
Member NAAA, Tuesday Noon 


SOUTHERN 


AUTO AUCTION 


RT. 5, WAREHOUSE PT., CT. 
There’s an Auction Every 
Wednesday at Southern 
Larry Tribble & Bob August 

203-623-2617 


The Allure of Wholesaling 


iven the number of “ex- 

perts” there are in the 

used-car business, one 
must wonder why I come to bat in 
this space every month. Well, for 
one thing, I am free. 

But, as we said in “Auction 
Block” (and as we always say in 
the Used Car Guide’s “Com- 
ments”), please consider this col- 
umn as yours. If you have some- 
thing of interest to say, we would 
be delighted to print it. 

I do not know if I mentioned this 
Previously or not: The used-car 

usiness intrigues me. Oh, not the 
retail end; I do not think I would 
like that. I find myself fascinated 
by those who make a living, and 
often a very fine living, as used-car 
wholesalers. Here is a business I 
think I can comprehend. I realize 
it requires experience, intelli- 
Sence and money. I think I would 
like the challenge, the conflict if 
you will, of measuring your ability 
in absolute terms on a daily basis. 

I know a few wholesalers, and I 
Would say they tend to be close- 
mouthed about what they do and 
how they do it. One young lady 
told me, “Look, things are com- 
petitive enough, but in the spring 
€veryone with $1,500 crawls out 
Tom under his rock and decides to 

€come a wholesaler.” 

I am no longer surprised by the 
Way many successful wholesalers 
dress or look when they are work- 
‘ng. Too often many of us associate 
Success with appearance, but that 
assumption does not apply to this 
€nd of the car business. You can be 
chatting with a guy who is dressed 
as if he did his shopping at a Good- 
Will Store, but he may turn around 
4nd spend $150,000 on used cars in 


the next three days. 

Perhaps many of us who are con- 
fined to the office see the relative 
freedom of the wholesaler as 
greener grass. We can also see the 
unlimited opportunities for earn- 
ings, which are rarely available to 
the “white collar” worker. 

All coins have two sides. Office 
workers, after all, enjoy a measure 
of security, such as real holidays, 
paid vacations and the “freedom” 
to be ill if that should happen. One 
must wonder: when does a 
wholesaler, operating on his own, 
take vacation? What does he do 
when he gets sick? I guess every- 
thing has its pluses and minuses. 
Still, next to being a successful 
trader on the stock exchange, I 
guess I would most like to be a 
used-car wholesaler! 

For the past two or three years, 
Money magazine has published ar- 
ticles about used cars. The articles 
presume to tell the American pub- 
lic which cars have the best re- 
sidual value. 

This inevitably leads to many 
calls from TV stations, radio sta- 
tions and newspapers, all hoping 
to jump on the bandwagon. Is 
there anyone who isn’t interested 
in automobiles? 

I have learned to tread carefully 
when dealing with these people. 
Most of the TV and radio types are 
more interested in presenting an 
“interesting” program than they 
are in dealing with facts. Some go 
so far as to direct your replies to 
their questions! Frankly, most of 
the interviews are superficial, and 
I keep my replies that way. What 
can be said in five or ten minutes 
when the-host takes up half the 
time with his chatter! 


Some of the newspaper repor- 
ters appear to be more willing to 
work at writing a decent story. 
They often ask for other refer- 
ences. I normally refer them to a 
major auto auction if there is one 
nearby. I even refer them to the 
editors of other guidebooks if it 
seems appropriate. 

Not long ago, a reporter from a 
California paper called and we 
talked at some length. I referred 
the reporter to an auction, and he 
said he already had the number 
and would call later. I then asked 
him if the article was going to be 
directed to the California market 
and he said “yes.” At this point I 
asked, “Why didn’t you call Bob 
Kelley?” His reply was great: 
“Who is Bob Kelley?” I said, “He 
publishes the Kelley Blue Book.” 
“What’s a Kelley Blue Book?” he 
then asked. “I thought you were the 
bluebook.” Of course, I gave him 
Bob’s phone number. 

I can only hope that business 
will be better than it has been dur- 
ing the past few weeks. There may 
have been some areas of strength 
but, for the most part, used cars 
have not been strong—except, 
perhaps, for the big ones. One is 
hard put to say why. We know that 
new-car sales are also down. So 
what is going on? Is the auto- 
mobile becoming simply a people 
mover rather than a sex symbol or 
a measure of one’s success? If that 
is the case, we are in for a period of 
some uncertainty. Perhaps we are 
already there. Some years from 
now historians may speak of the 
“Depression of the early 1980s.” If 
interest rates move into an accept- 
able range but car sales do not pick 
up, what then? FE 
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“Harry” Lawrence, editor of the NADA Official Used Car Guide. All comments or ques- 
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When.it-comiés right down to it, 
you re probably the best reason your 
company has for getting involved 
with the United Way. 

You see, they know almost all 
of the money given to the United 
Way goes right back out into the 
community to help people. 

So if you, or the people you 
work with, should ever need any of 
our services, like day care, family 
counseling or healthcare, we’ll be 
right there to help. In fact, there 


Ad 


A Public Service of This Magazine 
& The Advertising Council 


lis ad is for all those 
- whoever wonder 

* why your company runs 
a United Way campaign. 


My 


© Attention 


Pek Wage we Pomme Se 


ree Aad Soares 


Minimum Wage 


Overtime Pay 


are tens of thousands of United Way- 
supported programs and services in 
cities and towns across the country. 
That means help is nearby wherever 
you are. 

And your company knows that 
could mean the difference between 
keeping or losing a valuable employee. 

That’s why they give. And 
that’s why they ask you to give. Be- § 

cause there may come a day when 
you need help yourself. 


United Way 
Thanks to you, it works, for ALL OF US. 


Employees 
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Equal Pay tor Equal Work 
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Parts Tax Collection 


ne aspect of the highway 

user charge issue that is 

of special interest to 
truck dealers is the possibility 
that the collection policy for excise 
taxes on truck parts and acces- 
sories will be changed. The parts 
tax as it now exists creates prob- 
lems for both the dealer and the 
IRS; it is hoped that these prob- 
lems will be dealt with as changes 
in highway funding mechanisms 
are considered. 

Presently, the Department of 
Transportation (DOT) and the De- 
partment of the Treasury are both 
examining the issue. In the re- 
cently released Highway Cost Al- 
location Study, DOT proposed sev- 
eral options for parts taxes. These 
included eliminating the tax, or 
taxing parts only for Class 8 rigs. 
However, the DOT report states 
that any decisions on parts taxes 
should be based on upcoming rec- 
ommendations from the Treasury 
Department. 

The Treasury Department 
should report late this year its pro- 
posals for the administration of all 
highway taxes. A preliminary re- 
port already released identified 
the problems with the existing 
parts tax, and evaluated the po- 
tential impact of various solu- 
tions. 

Dealers are well-aware of the 
hassles associated with the parts 
tax. The greatest problems re- 


sult from confusion over which 
parts are subject to the tax, espe- 
cially since many parts are not 
particular to a specific class of 
truck. There are also problems 
with parts that are normally 
taxed, but sold to exempt or off- 
the-road customers. The parts tax 
also complicates the “further man- 
ufacturing” issue. 


“The parts tax also 
complicates the ‘further 
manufacturing’ issue.” 


The administrative task of ap- 
plying for parts tax rebates can 
also be a burden. The rebate sys- 
tem is inherently unfair, because 
dealers end up having to finance 
the tax in inventory until the re- 
bates are received. 

The parts tax also creates prob- 
lems for the IRS. The complexity 
involved in collection and enforce- 
ment results in relatively low in- 
come per administrative expense. 
Compliance problems also exist, 
resulting mostly from confusion 
over which parts are taxable. 

With the parts tax being such a 
problem for all parties involved, 
one would expect some solutions to 


sible alternatives: (1) taxing all 
parts, or (2) repealing the tax al- 
together. 

Taxing all parts would dispel 
some of the confusion regarding 
payment, but would still leave 
problems with parts purchased by 
exempt customers. It also would 
not eliminate the complications 
with “further manufacturing.” 
The biggest drawback, of course, 
would be that many parts not now 
taxed would be subject under this 
system. 

Eliminating all parts taxes 
would solve many problems, but 
the lost revenue would have to be 
made up from some other source. 
DOT says this might be done by in- 
creasing the tax on new vehicles or 
by increasing fuel or user taxes. 
However, the interim Treasury re- 
port points out a major drawback of 
such a change: if the parts tax is 
eliminated while the tax on new 
vehicles is retained, then the tax 
policy would favor the repair of old 
vehicles (with non-taxed parts) over 
the purchase of new (taxed) trucks. 

Some dealers have expressed 
the view that total repeal of the 
parts tax might be well worth any 
purchasing distortions, and that 
they would prefer to see highway 
revenues generated in almost any 
other way than through a parts 
tax. If this is the prevailing opinion, 
then it is hoped that the Treasury 
will recommend parts tax repeal. AE 
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This column is prepared exclusively for automotive executive by David Paxson, director of NADA’s American Truck Dealers Division. All comments or ques- 
tions pertaining to this column should be mailed to: Truck Focus, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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PENS TO EMPLOYEES 


When your employees retire from work, they are not retiring from 
life. And there’s no reason why they should spend their newfound 
freedom waiting at home for their Social Security or other Govern- 
ment checks. Tell them about Direct Deposit. 

It's a way to have their checks sent straight to their personal 
checking or savings account. So they can go wherever they want, 
whenever they want. And know their money's safe and sound. 

Educate your employees about this valuable service, 
through office newsletters, pay envelope stuffers, or Direct Deposit 
meetings for employees nearing retirement age. 

For information on how youcan give a little time back to the 
people who gave you so much of theirs, write to: Department of the 
Treasury, Operations Planning and Research Staff—A-l, Annex 1, 


Room 226, Washington, D.C. 20226. | DIRECT >) 305 4 


CALENDAR 


CALENDAR 
CALENDAR 
CALENDAR 


September 


14 to 15. NADA Washington 
Conference, Hyatt Regency, 
Washington, DC 

19 to 22. Association of Diesel 
Specialists International Conven- 
tion, Caesars Palace, Las Vegas, 


NV 

30 to Oct. 3. National Auto Auc- 
tion Association Annual Conven- 
tion, Capital Hilton, Washington, 
DC 


October 


4 to 6. International Congress 
on ‘Transportation Electronics, 
Hyatt Regency Hotel, Dearborn, 
MI 

10 to 13. Automotive Parts Re- 
builders Association Convention, 
Atlanta Civic Center, Atlanta, GA 

10 to 14. New York State Auto- 
mobile Dealers Convention, Prin- 
cess Towers, Freeport, Grand 
Bahama Island 

13 to 16. Florida Automobile 
Dealers Association Convention, 
Marriott’s Marco Beach Hotel, 
Marco Island, FL 

17 to 20. American Trucking As- 
sociation Convention, Hotel 
Bonaventure, Los Angeles, CA 

18 to 21. National Safety Coun- 
cil Congress and Exposition, Pick- 
Congress Hotel, Chicago, IL 

20 to 31. International Motor 
Show, National Exhibition 
Centre, Birmingham, England 

22 to 24. Maryland/Delaware 
Independent Automobile Dealers 
Association Convention, Shera- 
ton-Fountainebleu Inn, Ocean 
City, MD 

26 to Nov. 1. New Jersey Auto- 
mobile Dealers Association Con- 
vention, Cerromar Beach Hotel, 
Dorado, Puerto Rico 

28. Highway Users Federation 
Annual Meeting, Detroit Athletic 
Club, Detroit, MI 

30 to Nov. 7. New England In- 
ternational Auto Show, Pruden- 
tial Center, Boston, MA 


———— ne 


HOLE 
NONE 


INSURANCE 


Gain recognition for offering 
appealing prizes (from $1,500) 
and be involved in community 
affairs and sporting events! 


You pay only our low insurance 
premium... at our risk! 


ALSO...PERFECT (300) 
AME BOWLING INSURANCE! 


Call us direct for a FREE quote! 


SPORTS 
ACHIEVEMENTS 
ASSOCIATION 


3345 Wilshire, #911, Los Angeles, CA 90010 
worn (213) 381-3758 
(800) 421-8522 


YOU 
PAYING 
FOR? 


WHAT ARE 


_—— 


Is your in-house warranty claims processing cost 
effective? N.A.D.S. offers a professional alternative 
to costly in-house warranty claims processing for 
less than you now pay out and supported by: 
e 20 years of success. 
e Positive controls to REDUCE your 
RECEIVABLES and increase Capital. 
@ Know where your money is! Most complete 
accounting records in the industry. 
For more information about our professional alter- 
native call Mr. Arthur Fairthorne at 203-928-0408. 


N.A.D.S. Union Square, Putnam, Connecticut 06260 


eo. O NLy SALES*E eo 
“NN ge. »K & 
OF’ GIR re 
Services and 
Sales Aids 
from Girard 


Sales Lectures 
“What's It All About” 
(7 Sales Training Video Tapes) 


“An Experience With Joe Girard” 
(6 Audio Cassette Pkg.) 


Author of 
“How To Sell Anything To Anybody” 


“How To Sell Yourself” 


(313) 774-9020 
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Yourself 


Joe Girard 


The Demonstration Ride 


here’s an old saying in 

show business that “ev- 

erybody wants to get into 
act!” 

On stage, that practice may 
draw some frowns. But in an auto- 
mobile dealership, there’s no more 
important step than tg let the pros- 
pect “get into the act.” 

A lot of salespeople like to lure 
prospects toward a sale with such 
phrases as “for your trade-in and 
just ‘X’ dollars, I can put you in to 
the driver’s seat of this 4-cylinder 
fuel-saver!” But how much better 
it is to put a prospect in the driver’s 
seat before you talk price or trade- 
in allowance. Once a prospect gets 
the feel of the vehicle, it’s much 
easier for you to close the sale. It’s 
hard for a prospect to say “no” toa 
car or truck he’s enjoyed driving. 

It’s always better to show whata 
car can do than to describe what it 
can do. Steering, cornering, accel- 
eration, braking, comfort, roomi- 
ness, power and performance all 
need to be experienced by a poten- 
tial customer. Nothing succeeds 
like proof—actual proof of a 
planned demonstration. 

Planned is the key word here. 
Remember, you are showcasing 
the vehicle. The car should be pre- 
sented in an ideal setting, with 
flair and pride. Think of the way a 
jeweler lays out a fine diamond 
bracelet or necklace upon a black 
velvet cloth; he does everything he 
can to show the diamonds off to 


best advantage. Do the same with 
cars. 

Your showcase—your black vel- 
vet—is your demonstration route. 
Plan it carefully. The route should 
include residential streets, streets 
with heavy traffic and stretches of 
freeway and roads that include 
bumps. Have several such routes 
planned and mapped out in your 
mind. And, if at all possible, try 
to include the prospect’s own home 
on the route (so his neighbors can 
see the new car and admire it). 

Once you have qualified your 
prospect, suggest a demonstration 
ride. Never ask, “Would you like to 
take a demonstration ride?” Ques- 
tions phrased in such a manner 
are too easily answered with a 
“no.” Instead, phrase the offer in a 
positive manner: “Come along 
with me, I want to show you just 
how well this car handles,” or “As 
soon as you get behind the wheel, 
get set for a driving experience 
that speaks for itself.” 

A good time to suggest a demon- 
stration ride is while your ap- 
praiser is going over the prospect’s 
trade-in. The demo ride helps take 
the prospect’s mind off the car he 
wants to sell you, and keeps it on 
the car you want to sell him. 

It’s a good idea if you take the 
wheel first. Let the prospect have 
time to appreciate the car’s roomi- 
ness, comfort and ride. Emphasize 
the beauty of the interior, both 
front and rear. 


When you're driving on residen- 
tial streets, emphasize the quiet 
ride. This is also a good time to 
turn on the radio or play a record- 
ing on the stereo tape deck. On 
busy downtown streets, point out 
the sure-footed braking and 
smooth pickup. On the highway, 
emphasize the ease of handling, 
the acceleration, the ride and 
other performance characteristics. 
And, on rough stretches of road, 
call attention to the suspension 
system and the way it smooths out 
bumps for comfortable riding. 

Somewhere convenient along 
the route, stop the car and let the 
prospect take the wheel. This is 
important. If you handle the demo 
ride all by yourself, the prospect is 
sure to feel cheated, even if he 
doesn’t express it. Again, think of 
the jeweler. At some point he’s 
sure to pick up the bracelet from 
the black velvet and place it 
around the customer’s wrist. Be 
sure you place the wheel in the 
prospect’s hands. 

Let the prospect drive back to 
the dealership. Don’t hurry him. 
While you sit in the passenger 
seat, use the time to answer ques- 
tions and talk about warranty, 
fuel-efficiency, value, dealership 
service and quality. A good dem- 
onstration ride whets the ap- 
petite; it makes the prospect hun- 
gry to own the car. When it comes 
to closing, the demonstration ride 
can be the clincher everytime. EZ 


This column is prepared exclusively for automotive executive by Joe Girard, named the World’s Greatest Salesman 12 times by the Guinness Book of World Re- 
cords. All questions or comments pertaining to this column should be mailed to: Selling Yourself, automotive executive magazine, 8400 Westpark Dr., 


McLean, VA 22102. 
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Valley Industries has added a 
new heavy-duty thermal fan 
clutch to its line. Model 7725 is 
designed to provide maximum 


cooling under strenuous driving 
conditions. The fan is released 
when not needed to save fuel and 
reduce fan noise. The fan clutch 


Lucas CAV Ltd. has introduced 
a new fast-start aid that ena- 
bles a diesel engine to be started 
from cold as quickly as a 
gasoline engine, according to 
the manufacturer. Using the 
Micronova system, an engine 
can be key-started with no pre- 
heat period between turning 
the key and cranking the en- 
gine. One Micronova is fitted in 
each cylinder and, when ener- 
gized, heats up to its working 
temperature very rapidly. The 
Micronovas need only two sec- 
onds to start an engine at 
below-freezing temperatures. 
Because it has its own electrical 
control module, the system re- 
quires only 10 amps per unit. 
Manufacturer: Lucas CAV Ltd., 
P.O. Box 36, Warple Way, Lon- 
don, England W3 7SS. 
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Showcase 


is available for Chevrolet and 
GMC trucks, Dodge and 
Plymouth trucks and Chryslers, 
Plymouths and Pontiacs. Man- 
ufacturer: Valley Industries, 
1313 S. Stockton St., Lodi, CA 
95240. 
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Soginco U.S.A. Inc. is now dis- 
tributing the Soginco convec- 
tor to U.S. markets. The 
Soginco convector provides ig- 
nition by flame, not by spark. It 
is a one-for-one replacement for 
traditional spark plugs in auto- 
mobiles, motorcycles, boats and 
other internal combustion en- 
gines. Instead of the single 
earth electrode featured in 
standard spark plugs, the 
Soginco convector features a 
ring electrode that allows the 
spark to be produced at any 
point around the circular 
ground electrode. The resulting 
flame is transmitted into the 
combustion chamber of the en- 
gine. According to the manufac- 
turer, this form of ignition re- 
sults in more complete air com- 
bustion. Distributor: Soginco 
U.S.A. Inc., P.O. Box 2088, 
Scottsdale, AZ 85252. 
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Information and photographs of products listed in Showcase have been provided via manufacturers’ press releases. A product’s appearance in this column in no 
way implies endorsement by either NADA, the NADA Services Corp., or automotive executive magazine. 
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A all-purpose lift designed for 
light assembly, work positioning 
and installing parts and fixtures 
has been introduced by South- 
worth Inc. The lift, called the 
Backsaver 500, can support up to 
500 pounds. The height of the 
work surface can be adjusted 
from 6 to 36 inches. The lift has a 


for ENGINES 
. Better Mileage 
- Better Performance 
- Easier Starting 
+ Increased 

Engine Life 

«Fewer Oil Change 
‘Reduced Oil 


Consumption 


Constant suspension and dis- 
persion of miniature particles of 
PTFE (popularly known as Tef- 
lon or Fluon) distinguishes 
Tufoil, a new crankcase lubri- 
cant. Tufoil cuts friction by 
forming a layer of lubricant be- 


tween surfaces of working 
parts. According to the man- 
ufacturer, Tufoil reduces gas- 
oline consumption and extends 
engine life. Manufacturer: 
Fluoramics Inc., 103 Pleasant 
Ave., Upper Saddle River, NJ 
07458. 
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steel frame with a 12- by 24-inch 
platform. It collapses to a com- 
pact six inches for loading or stor- 
age. An enclosed drip pan on the 
bottom keeps the unit’s under- 
carriage enclosed. Manufac- 
turer: Southworth Inc., 30 War- 
ren Ave., Portland, ME 04103. 
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The Auto Oiler is designed to 
allow drivers to check the level of 
oil in an engine at a glance. 
Polyurethane tubing replaces 
the dipstick and flows oil up into 


“PERE SET RR 
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a 36-ounce bottle for easy check- 
ing. Manufacturer: Auto Oil Inc., 
25991 Rouge Ct., Southfield, MI 
48034. 
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Tennant Company’s new 295 
Traction Grit, when added to a 
thin-coat resurfacer, provides a 
skid-resistant surface for eroded 
concrete floors, according to the 
manufacturer. The grit, which 
consists of chemically treated 
aluminum oxide and silica sand, 


is mixed right into the resur- 
facer. One 5-gallon pail of the re- 
surfacer mixed with one unit of 
the grit covers 300 square feet of 


floor. Manufacturer: Tennant 
Co., P.O. Box 1452, Minneapolis, 
MN 55440. 
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“Our service begins 
- before the lease 
is signed” 


Rick Blossom 
Vice President/General Manager 
Baldwin-United Leasing Company 


That’s one reason 
we designed this 
Baldwin-United 
Lease Payment 
Planner. 


The exclusive Baldwin-United Lease Payment Planner can be an important tool in moving your 
inventory. The Planner provides direct comparison, without complicated paperwork, between 
monthly payments for leasing and monthly payments for financing. You'll be able to immediately 
show your customers the savings they'll receive by leasing. 


Baldwin-United Leasing Company is a leader in the leasing industry because service is the 
foundation of our business. We guarantee 3 hour turnaround time on credit approval. We 
forward payment for the lease in 24 hours. And you free yourself of administrative expenses. 
Leasing through Baldwin-United is simple, and it’s profitable for you. 


To find out more about leasing and the Baldwin-United Lease Payment Planner, call our Toll Free 
Numbers. . .1-800-543-0369; or 1-800-589-7397 in Ohio. 


| am, Baldwin-United Leasing Company 
Baldwin Automotive Division 
United 1801 Gilbert Avenue 
Cincinnati, Ohio 45202 
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START YOUR OAKLEAF SYSTEM 
FOR ONLY $7,900 


Just $7,900 starts you computing with the Oakleaf SX-350. As your needs grow, you can upgrade your SX-350 to the Oakleaf 
MP-16, heart of the advanced Automotive Showroom Profit System™ The MP-16 System configuration pictured here with 
MP-16, Winchester Disk Storage System, Modem, SX-350 and four CRT Remote Terminals costs less than $30,000 and can 
be purchased all at once...or one component at atime. There are a variety of Oakleaf configurations available. One is precisely 
right for your dealership. For more information how Oakleaf Automotive Computer Systems will bring in more buyers and 
make your dealership more profitable, call Barbara Jennings, National Marketing Department, (800) 423-3681, or in 
California (213) 989-5989 collect. 


SALESMAN “With 
this Oakleaf terminal, 


OFFICE SECRETARY I can put a better deal DEALER “I chose the 
“My Oakleaf SX-350 together, easier. I al- Oakleaf computer 

is accessing informa- ways know what's in system because its 
tion in our MP-16 to our inventory, and I’m State-of-the-Art 
word process personal- selling more options.” technology makes it 


ized letters to pros- 
pects. I’m told we’re 
selling more cars now. 
Also, I make sure the FF 
inventory is kept up- ~ , 
to-the-minute.” ; 


flexible, yet it is inex- 
pensive compared to 
other systems. My CRT 
gives me greater con- 
trol over my store.” 


as 


© @t. ~s SALES MANAGER 
LEASING MANAGER 4 — “This Oakleaf CRT lets 
“I like being able to 2. y me manage the deals 
structure a lease deal 4 better. It reduces 

on my own screen ~ paperwork and gives 
until it is just right, ly We” me more time to work 
then have the printing / , 


with my sales force.” 
unit in the office do 


the paperwork.” 


a 


T Lhe” 


4 
14600 Titus Street 2 
Panorama City, California oie 
(800) 423-3681 (213) 989- 


